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U.S. Customs Service 


Treasury Decisions 


(T.D. 91-80) 


EXTENSION OF ANALYSES FOR WHICH CALEB BRETT USA, 
INC., A CUSTOMS ACCREDITED COMMERCIAL LABORATORY, 
HAS BEEN ACCREDITED TO PERFORM 


AGENCY: U.S. Customs Service, Department of the Treasury. 


ACTION: Notice of additional analyses for which Caleb Brett USA, Inc., 
a Customs accredited commercial laboratory, has been accredited to 
perform. 


SUMMARY: Caleb Brett USA, Inc., of Houston, Texas a Customs ac- 
credited commercial laboratory under § 151.13 of the Customs Regula- 
tions (19 CFR 151.13), has been given an extension of its commercial 
laboratory accreditation to include the analysis of API gravity, sediment 
and distillation characteristics at its Essington, Pennsylvania labora- 
tory facility. 


SUPPLEMENTARY INFORMATION: 

Part 151 of the Customs Regulations provides for the acceptance at 
Customs Districts of laboratory analyses for certain products from Cus- 
toms accredited commercial laboratories. Caleb Brett, U.S.A., Inc.,. 
which holds Customs accreditation in certain laboratory analyses, has 
applied to Customs to extend its accreditation to perform the analyses 
named above in its Essington, Pennsylvania laboratory. Review of 
Caleb Brett, U.S.A., Inc.’s, qualifications shows that the extension is 
warranted and, accordingly, has been granted. 


EFFECTIVE DATE: September 12, 1991. 


FOR FURTHER INFORMATION CONTACT: IraS. Reese, Special As- 
sistant for Commercial and Tariff Affairs, Office of Laboratories and 
Scientific Services, U.S. Customs Service, 1301 Constitution Ave. NW, 
Washington, D.C. 20229 (202-566-2446). 


Dated: September 23, 1991. 
Joun B. O’LouGHLIN, 
Director, 
Office of Laboratories and Scientific Services. 


[Published in the Federal Register, September 27, 1991 (56 FR 49229)] 
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(T.D. 91-81) 


APPROVAL OF TESTING LABS, CONSULTANTS AND MARINE 
SURVEYORS, INC., AS ACOMMERCIAL GAUGER 


AGENCY: U.S. Customs Service, Department of the Treasury. 


ACTION: Notice of approval of Testing Labs, Consultants and Marine 
Surveyors, Inc., as a commercial gauger. 


SUMMARY: Testing Labs, Consultants and Marine Surveyors, Inc. of 
Metairie, Louisiana recently applied to Customs for approval to gauge 
imported petroleum, petroleum products, organic chemicals and vege- 
table and animal oils under Part 151.13 of the Customs Regulations (19 
CFR 151.13). Customs has determined that Testing Labs Consultants 
and Marine Surveyors Inc., meets all of the requirements for approval as 
a commercial gauger. 

Therefore, in accordance with Part 151.13(f) of the Customs Regula- 
tions, Testing Labs, Consultants and Marine Surveyors, Inc. 3535 
Ridgelake Drive, Suite M, Metairie, Louisiana 70002 is approved to 
gauge the products named above in all Customs districts. 


EFFECTIVE DATE: September 16, 1991. 


FOR FURTHER INFORMATION CONTACT: Ira S. Reese, Special As- 
sistant for Commercial and Tariff Affairs, Office of Laboratories and 
Scientific Services, U.S. Customs Service, 1301 Constitution Avenue 
NW, Washington, D.C. 20229 (202-566-2446). 


Dated: September 23, 1991. 
JOHN B. O’ LOUGHLIN, 
Director, 
Office of Laboratories and Scientific Services. 


{Published in the Federal Register, September 27, 1991 (56 FR 49229)] 





U.S. Customs Service 


General Notice 


19 CFR Part 24 


CURRENT IRS INTEREST RATE USED IN CALCULATING 
INTEREST ON OVERDUE ACCOUNTS AND REFUNDS 


AGENCY: U.S. Customs Service, Department of the Treasury. 
ACTION: Notice of calculation and interest. 


SUMMARY: This notice advises the public of the interest rates for over- 
payments and underpayments of Customs duties. The rates are 9 per- 
cent for overpayments and 10 percent for underpayments for the 
quarter beginning October 1, 1991. This notice is being published for 
the convenience of the importing public and Customs personnel. 


EFFECTIVE DATE: October 1, 1991. 


FOR FURTHER INFORMATION CONTACT: Robert B. Hamilton, Jr., 
Revenue Branch, National Finance Center, (317) 298-1245. 


SUPPLEMENTARY INFORMATION: 


BACKGROUND 

Pursuant to 19 U.S.C. 1505 and Treasury Decision 85-93, published 
in the Federal Register on May 29, 1985 (50 FR 21832), the interest rate © 
paid on applicable overpayments or underpayments of Customs duties 
shall be in accordance with the Internal Revenue Code rate established 
under 26 U.S.C. 6621.Interest rates are determined based on the short- 
term Federal rate. The interest rate that Treasury pays on overpay- 
ments will be the short-term Federal rate plus two percentage points. 
The interest rate paid to the Treasury for underpayments will be the 
short-term Federal rate plus three percentage points. The rates will be 
rounded to the nearest full percentage. 

The interest rates are determined by the Internal Revenue Service on 
behalf of the Secretary of the Treasury based on the average market 
yield on outstanding marketable obligations of the U.S. with remaining 
periods to maturity of 3 years or less and are to fluctuate quarterly. The 
rates are determined during the first month of a calendar quarter and 
become effective for the following quarter. 

The rates of interest for the period of October 1, 1991-Decem- 
ber 31, 1991, are 9 percent for overpayments and 10 percent for 
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underpayments. These rates will remain in effect through December 31, 
1991, and are subject to change on January 1, 1992. 


Dated: September 20, 1991. 


MICHAEL H. LANE, 
Acting Commissioner of Customs. 


[Published in the Federal Register, September 25, 1991 (56 FR 48606)] 





U.S. Customs Service 


Proposed Rulemaking 


19 CFR Parts 4, 10, 102, 134 and 177 


PROPOSED CUSTOMS REGULATIONS AMENDMENTS REGARD- 
ING RULES OF ORIGIN APPLICABLE TO IMPORTED MER- 
CHANDISE 


AGENCY: Customs Service, Department of the Treasury. 
ACTION: Notice of proposed rulemaking. 


SUMMARY: This document proposes to amend the Customs Regula- 
tions to set forth a uniform rule governing the determination of the 
country of origin of imported merchandise which is wholly obtained or 
produced in a single country. The document also proposes to amend the 
Customs Regulations to establish rules, applicable for all purposes ex- 
cept for purposes of Government procurement, antidumping actions, 
countervailing duty actions, and certain duty-preference programs, for 
determining the country of origin of imported base metals and articles of 
base metal which are not wholly obtained or produced in a single coun- 
try and which are classifiable in chapters 72 through 83 of the Harmo- 
nized Tariff Schedule of the United States (HTSUS). The proposed rules 
are intended to replace the present country of origin rules with more ob- 
jective and transparent standards which will provide greater certainty 
and predictability for both the trade community and the Customs Serv- 
ice in making country of origin determinations required under existing 
laws and regulations. 


DATES: Comments must be received on or before November 25, 1991. 


ADDRESSES: Written comments (preferably in triplicate) may be ad- 
dressed to and inspected at the Regulations and Disclosure Law Branch, 
room 2119, U.S. Customs Service, 1301 Constitution Avenue, N.W., 
Washington, D.C. 20229. 


FOR FURTHER INFORMATION CONTACT: John Valentine, Office 
of Regulations and Rulings (202-566-8530). 


SUPPLEMENTARY INFORMATION: 


BACKGROUND 


All goods imported into the United States are subject to a determina- 
tion as to their country of origin because origin determinations affect 
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the treatment of imported goods. Admissibility, duty assessment, coun- 
try of origin marking, and quota administration are examples of trade 
issues which involve origin determinations. 

The rules or origin as historically applied in the United States do not 
have a statutory basis. Rather, they reflect tests and criteria developed 
through the years in judicial decisions and in Customs interpretations of 
those judicial decisions. In more recent years, the importance of rules of 
origin has been demonstrated by the adoption of statutory or regulatory 
origin rules applicable in specific contexts, including for purposes of 
government procurement, certain duty-preference programs, and the 
U.S. textile import program. 

An article may be grown or mined or otherwise extracted from the 
ground in a country and not be further processed prior to exportation. 
Such an article is “wholly the growth or product” of that country and as 
such has its origin in that country because it reflects no materials or 
processing attributable to any other country. Similarly, an article may 
be processed or manufactured exclusively in a country from materials 
wholly grown or produced in that same country. In such a case the arti- 
cle is “wholly the product or manufacture” of that country and thus has 
its origin in that country because, again, it reflects no materials or proc- 
essing attributable to any other country. The U.S. origin rule in these 
cases is expressed by the phrase “wholly the growth, product, or manu- 
facture of acountry” (or “wholly grown, produced, or manufactured ina 
country”). 

The more problematic origin determinations arise when an article is 
not wholly the growth, product, or manufacture of a country, which 
means that the product in question incorporates or reflects materials or 
processing or both that are attributable to two or more countries. In 
such cases origin is determined based on the effect of processing per- 
formed on imported materials or articles which originated in another 
country. Under the traditional judicially-developed test, the processing 
must be such that it results in a “new and different article” (or “new and 
different article of commerce”) having a “new name, character, and 
use” which is different from that which existed prior to the processing; 
Customs has expressed this test as the “substantial transformation” 
rule. Under this rule, the country of origin of an imported article is con- 
sidered to be the last country in which a substantial transformation took 
place (in other words, the country in which the imported article as- 
sumed its final and distinctive identity prior to importation). 

Notwithstanding the long history of the substantial transformation 
rule, its administration has not been without problems. These problems 
devolve from the fact that application of the substantial transformation 
rule is on acase-by-case basis and often involves subjective judgments as 
to what constitutes a new and different article or as to whether process- 
ing has resulted in an article with a new name, character, and use. Asa 
result, application of the substantial transformation rule has remained 
essentially non-systematic in that a judicial or administrative determi- 
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nation in one case more often than not has little or no bearing on an- 
other case involving a different factual pattern. Thus, while judicial and 
administrative decisions involving the substantial transformation rule 
may have some precedential value as restatements or refinements of the 
basic rule, they are often of little assistance in resolving individual cases 
involving the myriad of issues or tests that have arisen under those 
precedents, such as the distinction between producer’s goods and con- 
sumer’s goods, the significance of further manufacturing or finishing 
operations, and the issue of dedication to use. The very fact that the sub- 
stantial transformation rule has been the subject of a large number of 
judicial and administrative determinations is testament to the basic 
problem: The case-by-case approach, involving application of the rule 
based on specific sets of facts, has led to varied case-specific interpreta- 
tions of the basic rule, resulting in a lack of predictability which in turn 
has engendered some uncertainty both within Customs and in the trade 
community as regards the effect which a particular type of processing 
should have on an origin determination. 

On January 2, 1988, the United States and Canada entered into the 
United States-Canada Free-Trade Agreement (CFTA), the objectives of 
which include the elimination of Customs duties and other barriers to 
trade in goods and services between the two countries. Chapter 3 of the 
CFTA sets forth rules for determining the origin of goods for purposes of 
duty preference under the CFTA. Those rules, which are set forth in 
General Note 3(c)(vii), HTSUS, provide that goods will have their origin 
(1) in the country in which they are wholly obtained or produced, or (2) 
in the case of goods not wholly obtained or produced in a country, in the 
country in which they were transformed so as to be subject to a specified 
change in tariff classification (with minimum value-added require- 
ments applying in addition to a tariff classification change in certain 
cases). The CFTA change in tariff classification standard was specifi- 
cally developed as an alternative to the traditional substantial transfor- 
mation rule in order to obviate the problems described above. Customs 
believes that the CFTA approach, by virtue of its greater specificity, pro- 
vides more objectivity, transparency, and predictability in origin deter- 
minations and therefore should be used as the basis for a new rule of 
origin that would apply for all purposes except where different origin 
standards are specifically prescribed by statute. 


DISCUSSION OF PROPOSALS 
General: 


Customs proposes to add to the Customs Regulations a new part 102 
entitled “Rules of Origin” setting forth standards for determining the 
country of origin of merchandise imported into the United States, based 
on the CFTA approach. Proposed sections 102.1(c) and (e) defined “sub- 
stantially transformed” and “wholly obtained or produced in a country” 
respectively and proposed section 102.11 sets forth the basic origin rules 
to which these definitions relate. 
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The proposed “wholly obtained or produced in a country” definition 
follows the definition used in the CFTA and (except in the case of waste 
and scrap which present particular problems and thus are treated under 
the CFTA as if they originated as raw materials) is consistent with the 
position Customs has always taken regarding the concept of goods 
“wholly” grown, produced or manufactured in one country, including 
under the Generalized System of Preferences (GSP) and Caribbean Ba- 
sin Initiative (CBI) statutes and regulations which incorporate 
“wholly” language as part of their origin rules. Since the proposed rule 
regarding goods “wholly obtained or produced in a country” is consis- 
tent with present law, Customs intends that the rule apply for all pur- 
poses (for example, for duty assessment and country of origin marking 
purposes) under the Customs and related laws and the navigation laws 
of the United States. 

The “substantially transformed” definition and rule follow the CFTA 
change in tariff classification principle.The proposed standard would 
apply to all goods for which the change in tariff classification criteria are 
specified in part 102 and would apply for all purposes except for: (a) 
Duty preference eligibility under General Notes 3(a)(iv) and (c), 
HTSUS (involving U.S. insular possessions, the GSP, the Automatic 
Products Trade Act, the Agreement on Trade in Civil Aircraft, the 
CFTA, the CBI, and the United States-Israel Free Trade Area Agree- 
ment) for which additional, or different, rules of origin are applied; (b) 
country of origin determinations involving Government procurement, 
as to which different rules of origin apply under statute; and (c) an- 
tidumping and countervailing duty actions. Therefore, for example, the 
proposed standards would apply for all country of origin marking pur- 
poses whether or not the goods are eligible for GSP, CFTA, CBI, etc., 
duty treatment (e.g., a good may be marked “made in Canada” but not 
be eligible for CFTA preferential duty treatment.) On the other hand, if 
the imported goods are not covered by change in tariff classification cri- 
teria in part 102, the old (current) standard would continue to apply. Al- 
though Customs at present is proposing to set forth change in tariff 
classification criteria only for base metal products as discussed below, 
Customs intends to publish further proposals in the future covering 
other groups of products of that, as is done under the CFTA, part 102 
eventually will incorporate change in tariff classification criteria for all 
products covered by chapters 1-97 of the HTSUS, at which time the old 
origin standard will cease to apply except where specifically set forth by 
statute. 

This document also proposes to amend certain provision in parts 4, 10 
and 134 of the Customs Regulations in order to ensure consistency with 
the new substantial transformation rule set forth in proposed part 102. 
These proposed amendments mainly concern existing provision which 
refer to “new and different article” and/or “substantial transformation” 
and are intended to ensure that (1) the new rule will be applied where 
change in tariff classification criteria are specified in new part 102 and 
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(2) the old rule will continue to apply in all other cases. The proposed 
amendment sot part 134 concerning country of origin marking also clar- 
ify that the substantial transformation rule used for identifying an ulti- 
mate purchaser is the same rule as that used for determining the 
country of origin of a foreign article imposed into the Untied States. Fi- 
nally, because the GSP, CBI and Government procurement regulations 
refer to goods which are wholly “the growth, product, or manufacture” 
(rather than wholly “obtained or produced” as provided in proposed 
part 102), and in consideration of the fact that the terms have essen- 
tially the same meaning, this document proposes to amend those regula- 
tions by including cross-references to the definition set forth in 
proposed section 102.1(e). 


Steel and Other Base Metal Products: 


The determination of the country of origin of steel and other base 
metal products of chapters 72-83, HTSUS, is of particular importance 
because special legal requirement and restrictions apply to many of 
these products. For example, certain iron and steel products are subject 
to quantitative import restrictions under voluntary restraint arrange- 
ment between the United States and certain steel-exporting countries. 
In addition, special country of origin marking requirement apply to cer- 
tain imported pipe and pipe fittings. 

Base metals, after refining and forming into a semifinished condition, 
may be subjected to numerous processing operations, such as hot-roll- 
ing, cold-rolling, heat treatment, surface conditioning, surface coating, 
and other processes which result in flat-rolled products (plates, sheet, 
strip), bars, rods, angles, shapes, sections, wire, pipes, tubes, and pipe or 
tube fittings. These products, and in particular steel products, are often 
subjected to multiple operations which, for example, could include a me- 
chanical hot or cold working, a heat treatment, and various finishing op- 
erations applied to the surface. These processing operations may be 
performed at a single location or at different locations. It is not uncom- 
mon for flat-rolled steel to be produced in one country and shipped to a 
second country for manufacture into large diameter pipe which is then 
sent to a third country for heat treatment and surface finishing. Simi- 
larly, flat-rolled products processed from ingots into cold-rolled condi- 
tion in one country are often shipped to a second country for annealing 
and surface finishing. 

Legal determinations by the courts and Customs, involving complex 
processing operations in multiple countries such as those described 
above, have not provided a consistent rationale which would permit the 
base metal industries to predict with acceptable commercial certainty 
the likely outcome of an origin determination so that import require- 
ments and restrictions could be anticipated prior to importation of a spe- 
cific product. For example, in attempting to follow the opinion in 
Midwood Industries v. United States, 313 F. Supp. 951 (Customs Court 
1970), Customs has issued rulings based on a balancing of criteria that 
varied in importance from one product under consideration to another. 
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Thus, a decision citing Midwood as authority may be based on the num- 
ber of processing operations performed rather than on the nature of the 
processing. As another example, in Ferrostaal Metals Corp. v. United 
States, 664 F. Supp. 535 (CIT 1987), the court held that full-hard cold- 
rolled steel sheet was substantially transformed into annealing and gal- 
vanized cold-rolled steel sheet by a continuous annealing and hot-dip 
galvanizing process, thereby overturning a Customs country of origin 
determination which had involved that type of processing. However, un- 
der a current Customs ruling, steel sheet, when processed only by hot- 
dip galvanizing, is not considered to be substantially transformed. 

Except for a few instances in which a value-added requirement is in- 
cluded, the CFTA origin rules for base metals and articles of base metal 
demonstrate the basic premise behind the CFTA change in tariff classi- 
fication rule: Specific changes in tariff classification reflect changes that 
are physically and commercially significant for purposes of making ori- 
gin determinations. Accordingly, proposed section 102.26 set forth in 
this document is based on the change in tariff classification criteria ap- 
plicable to base metals and articles of base metal under the CFTA. Asa 
practical matter, the criteria set forth in proposed section 102.26 in most 
cases will not yield significantly different origin determination results 
than those reached under the traditional substantial transformation 
rule. However, Customs believes that application of the proposed new 
criteria will significantly facilitate the origin determination process as 
regard these types of products. 


COMMENTS 


Before adopting the proposed amendments, consideration will be 
given to any written comments (preferably in triplicate) timely submit- 
ted to Customs. Comments submitted will be available for publicy in- 
spection in accordance with the Freedom of Information Act (5 U.S.C. 
552), section 1.4, Treasury Department Regulations (31 CFR 1.4), and 
section 103.11(b), Customs Regulations (19 CFR 103.11(b)), on normal 
business days between the hours of 9 a.m. and 4:30 p.m. at the Regula- 
tions and Disclosure Law Branch, room 2119, Customs Service Head- 
quarters, 1301 Constitution Avenue N.W., Washington, D.C. 


EXECUTIVE ORDER 12291 
This document does not meet the criteria for a “major rule” as speci- 
fied in E.O. 12291. Accordingly, no regulatory impact analysis has been 
prepared. 


REGULATORY FLEXIBILITY ACT 


Pursuant to the provisions of the Regulatory Flexibility Act (5 U.S.C. 
601 et seq.), it is certified that the proposed regulations amendments will 
not have a significant economic impact on a substantial number of small 
entities. Accordingly, the proposed amendments are not subject to the 
regulatory analysis or other requirements of 5 U.S.C. 603 and 604. 





U.S. CUSTOMS SERVICE 


DRAFTING INFORMATION 


The principal author of this document was Francis W. Foote, Office of 
Regulations and Rulings, U.S. Customs Service. However, personnel 
from other offices participated in its development. 


List oF SUBJECTS 
19 CFR Part 4 


Customs duties and inspections, Freight, Harbors, Imports, Maritime 
carriers, Reporting and recordkeeping requirements, Vessels. 


19 CFR Part 10 
Customs duties and inspections, Imports. 


19 CFR Part 102 
Customs duties and inspections, Imports, Rules of Origin. 


19 CFR Part 134 
Customs duties and inspections, Imports, Labeling, Packaging and 
containers. 


19 CFR Part 177 
Imports, Administrative practice and procedures. 


PROPOSED AMENDMENTS TO THE REGULATIONS 


Accordingly, it is proposed to amend chapter I of title 19, Code of Fed- 
eral Regulations (19 CFR chapter D, as set forth below. 


PART 4-VESSELS IN FOREIGN AND DOMESTIC TRADES 


1. The general authority citation for part 4 continues to read as fol- 
lows: 


Authority: 5 U.S.C. 301; 19 U.S.C. 66, 1624; 46 U.S.C. App. 3. 


2. Section 4.80b is amended by adding a sentence a the end of para- 
graph (a) to read as follows: 


§ 4.80b Coastwise transportation of merchandise. 

(a) * * * For purposes of determining whether merchandise is manu- 
factured or processed into a new and different product under this sec- 
tion, the rules set forth in part 102 of this chapter (regarding the 
determination of whether goods are substantially transformed in a 
country) shall apply if the merchandise in question is classifiable in a 
chapter of the Harmonized Tariff Schedule of the United States for 
which change in tariff classification criteria are prescribed in that part. 


* * * * * * * 


PART 10-ARTICLES CONDITIONALLY FREE, 
SUBJECT TO A REDUCED RATE, ETC. 


1. The general authority citation for part 10 continues to read as fol- 
lows: 
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Authority: 19 U.S.C. 66, 1202, 1481, 1484, 1498, 1508, 1623, 1624. 
2. Section 10.12 is amended by revising the last sentence of paragraph 
(e) to read as follows: 


§ 10.12 Definitions. 


* * * * * * * 


(e) * * * If the article consists wholly or partially of foreign compo- 
nents or materials, the manufacturing process must be such that the 
foreign components or materials have been substantially transformed 
as provided in § 10.14(b) of this part. 

3. Section 10.14 is amended by revising the text in paragraph (b) pre- 
ceding the examples to read as follows: 


§ 10.14 Fabricated components subject to the exemption. 


* * * * * * * 


(b) Substantial transformation of foreign-made articles or materials. 
Foreign-made articles or materials will become products of the United 
States if they undergo a process of manufacture in the United States 
which results in their substantial transformation. Substantial transfor- 
mation occurs when a manufacturing process results in any change in 
tariff classification specified in part 102 of this chapter, or, in the case of 
an article or material classified in a chapter of the HTSUS for which 
change in tariff classification criteria are not prescribed in part 102 of 
this chapter, when, as a result of a manufacturing process, a new and 
different article or material emerges having a name, character, and use 
distinct from that of the article or material from which it was so trans- 
formed. The mere finishing or modification of a partially or nearly com- 
plete foreign product in the United States normally will not result in the 
substantial transformation of such product and it remains the product 
of a foreign country. 

* * * * * * * 


4. Section 10.171 is amended by adding a new paragraph (c) to read as 
follows: 


§ 10.171 General. 

(c) Wholly the growth, product, or manufacturer defined. For pur- 
posed of §§ 10.171 through 10.178, the expression “wholly the growth, 
product, or manufacture” refers to articles and materials wholly ob- 
tained or produced within the meaning of § 102.1(e) of this chapter. 

5. Section 10.191 is amended by revising paragraph (b)(3) to read as 
follows: 


§ 10.191 General. 


* * * 


(b) Definitions. * * * 
* * * * * * * 


(3) Wholly the growth, product, or manufacture. For purposes of 
§ 10.191 through § 10.198, the expression “wholly the growth, product, 
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or manufacture” refers to articles and materials wholly obtained or pro- 
duced within the meaning of § 102.1(e) of this chapter. 


Part 102 is added to read as follows: 
PART 102— RULES OF ORIGIN 


Sec. 


102.0 Scope 
SUBPART A—GENERAL 


Sec. 
102.1 Definitions. 
SUBPART B—RULES OF ORIGIN 
Sec. 
102.11 Origin of goods. 
102.12-102.25 [Reserved]. 
102.26 Base metals and articles of base metal. 
102.27-102.32 [Reserved]. 


Authority: 19 U.S.C. 66, 1202 (General Note 8, Harmonized Tariff 
Schedule of the United States), 1624. 


§ 102.0 Scope. 

This part sets forth rules for determining the country of origin of im- 
ported goods for purposed of the Customs and related laws and the navi- 
gation laws of the United States. The rules in this part regarding goods 
wholly obtained or produced in a country are intended to apply for all 


such purposes. The rules in this part regarding goods substantially 
transformed in a country also are intended to apply for all purposes ex- 
cept for duty-free eligibility under trade programs or agreement and ex- 
cept for Government procurement origin determinations, for which 
other rules are prescribed in parts 7, 10 or 177 of this chapter, and except 
for antidumping and countervailing duty actions. 


SuBpArT A— GENERAL 


§ 102.1 Definitions. 

The following definitions apply for purposed of this part: 

(a) Heading. “Heading” means a heading of the Harmonized Tariff 
Schedule of the United States (HTSUS). 

(b) Subheading. “Subheading” means a subheading of the HTSUS. 

(c) Substantially transformed. In the case of goods classifiable in a 
chapter of the HTSUS for which change in tariff classification criteria 
are prescribed in this part, such goods shall be considered to be “sub- 
stantially transformed” if they have been subjected to a processing op- 
eration in country which results in any of the prescribed changes in 
classification. For purposes of applying this definition, a more specific 
change in tariff classification criterion shall take precedence over a less 
specific criterion. 

(d) United States. “United States” means the Customs territory of the 
United States including any foreign trade zone physically located within 
the Customs territory of the United States. 
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(e) Wholly obtained or produced in a country. The expression “wholly 
obtained or produced in a country“ when used with referenced to goods. 
means: 

(1) Mineral goods extracted in one country: 

(2) Goods harvested in one country; 

(3) Live animals born and raised in one country; 

(4) Goods (fish, shellfish,and other marine animals) taken from the 
sea by a vessel registered or recorded in a country and flying the flag of 
that country; 

(5) Goods produced on board a factory ship from goods referred to in 
paragraph (e)(4) of this section, provided that the factory ship is regis- 
tered or recorded in, and flying the flag of, the same country as the tak- 
ing vessel; 

(6) Goods taken by one country, or by a citizen or national of one coun- 
try, from the seabed or beneath the seabed outside the territorial waters 
of any country, provided that the part taking the goods has the right to 
exploit such seabed; 

(7) Goods taken in, or returned from, space by means of a conveyance 
owned by, or registered in, one country, provided that the goods are not 
subsequently subjected to a processing operation in any other country; 

(8) Waste and scrap derived from manufacturing operations and used 
goods, provided that the waste and scrap and used goods were collected 
in one country and are fit only for the recovery of raw materials; or 

(9) Goods produced in one country exclusively from goods obtained or 


produced in that same country and referred to in paragraphs (e)(1) 
through (8) of this section. 


SuBPART B— RULES OF ORIGIN 


§ 102.11 Origin of goods. 


For purposed or this chapter, goods which are wholly obtained or pro- 
duced in a country shall be treated as having their origin in that country. 
For all purposes of this chapter, except for purposes of duty preference 
eligibility under General Notes 3(a)(iv) and (c), HTSUS, as to which spe- 
cial rules of origin apply as set forth in part 7 or part 10 of this chapter, 
and except for purposes of country of origin determinations involving 
Government procurement as set forth in subpart B of part 177 of this 
chapter, goods which are not wholly obtained or produced in a country 
shall be treated as having their origin in the country in which they were 
last substantially transformed prior to their importation into the 
United States. 


§§ 102.12-102.25 [Reserved] 


§ 102.26 Base metals and articles of base metal. 

(a) Goods classifiable in chapters 72 through 83, HTSUS, shall be 
deemed to have been substantially transformed if they have undergone 
any of the following changes in tariff classification: 

(1) A change from one HTSUS chapter to another; 
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(2) A change to headings 7206-7207 from any heading outside that 
group; 

(3) A change to headings 7208-7216 from any heading outside that 
group; 

(4) A change to heading 7217 from any heading other than headings 
7213-7215; 

(5) A change to headings 7218-7222 from any heading outside that 
group; 

(6) A change to heading 7223 from any heading other than heading 
7221 or heading 7222; 

(7) A change to headings 7224-7228 from any heading outside that 
group; 

(8) A change to heading 7229 from any heading other than heading 
7227 or heading 7228; 

(9) A change to heading 7307 from any other heading; 

(10) A change to heading 7308 from any heading other than heading, 
except for changes resulting from the following processes performed on 
angles, shapes, or sections of heading 7216: 

(i) Drilling, punching, notching, cutting, cambering, or sweeping, 
whether performed individually or in combination; 

(ii) Adding attachment or weldments for composite construction; 

(iii) Adding attachments for handling purposes; 

(iv) Adding weldments, connectors, or attachments to H-sections or 
I-sections, provided that the maximum dimension of the weldments, 
connectors, or attachments is not greater than the dimension between 
the inner surfaces of the flanges of the H-sections or I-sections; 

(v) Painting, galvanizing, or otherwise coating; 

or 

(vi) Adding a simple base plate without stiffening elements, individu- 
ally or in combination with drilling, punching, notching, or cutting, to 
create an article suitable for use as a column; 

(11) A change to headings 7309-7326 from any other heading; 

(12) A change to headings 7403-7406 from any heading outside that 
group other than headings 7407-7409; 

(13) A change to headings 7407-7409 from any heading outside that 


oup; 

(14) A change to subheading 7408.19 from any subheading outside 
heading 7408; 

(15) A change to headings 7410-7419 from any other heading; 

(16) A change to headings 7505-7506 from any heading outside that 
group; 

(17) A change to headings 7507-7508 from any heading outside that 
group; 

(18) A change to subheading 7507.20 from any other subheading; 

(19) A change to headings 7604-7606 from any heading outside that 


oup; 
(20) A change to heading 7607 from any other heading; 
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(21) A change to headings 7608-7616 from any other heading; 

(22) A change to headings 7803-7804 from any heading outside that 
group, 

(23) A change to headings 7805-7806 from any other heading; 

(24) A change to headings 7904-7905 from any heading outside that 
group; 

(25) A change to headings 7906-7907 from any other heading; 

(26) A change to headings 8003-8004 from any heading outside that 
group; 

(27) A change to headings 8005-8007 from any other heading; 

(28) A change to subheading 8005.10 from any other subheading; or 

(29) Achange to any of the following subheadings from any other sub- 
heading: 8101.92, 8101.99, 8102.92, 8102.99, 8103.90, 8104.90, 8105.90, 
8107.90, 8180.90, 8109.90, 8112.19, or 8112.91. 

(b) [Reserved] 


§§ 102.27-102.32 [Reserved] 


PART 134—COUNTRY OF ORIGIN MARKING 
1. The authority citation of or Part 134 continues to read as follows: 


Authority: 5 U.S.C. 301, 19 U.S.C. 66, 1202 (General Note 8, Harmo- 
nized Tariff Schedule of the United States), 1304, 1624. 

2. Section 134.1 is amended by revising paragraph (b), redesignating 
paragraphs (d), (e), and (f) as (e), (f), and (g), adding paragraph (d), and 


revising newly redesignated paragraphs (e)(1) and (e)(2) to read as fol- 
lows: 


§ 134.1 Definitions. 


* * * * * * * 


(b) Country of origin. “Country of origin,“ when used with reference 
to any article of foreign origin imported into the United States, means 
the country in which the article was wholly obtained or produced within 
the meaning of § 102.1(e) of this chapter, or, in the case of an article not 
wholly obtained or produced in one country, the country where the arti- 
cle last underwent a substantial transformation prior to its importation 
into the United States. 


* * * * * * * 


(d) Substantial transformation. “Substantial transformation“ occurs 
when a processing operation results in any change in tariff classification 
specified in part 102 of this chapter, or, in the case of an article classified 
in a chapter of the Harmonized Tariff Schedule of the United States for 
which change in tariff classification criteria are not prescribed in part 
102 of this chapter, when, as a result of a processing operation, a new 
and different article emerges having a new name, character, and use. 

(e) Ultimate purchaser. * * * 

(1) If an imported article will be used in further processing, the proc- 
essor will be the “ultimate purchaser“ if he subjects the imported article 
to a process which results in a substantial transformation of the article. 
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(2) Ifthe process does not result in a substantial transformation of the 
imported article, the consumer or user of the article, who obtains the ar- 
ticle after the processing, will be regarded as the “ultimate purchaser.“ 


* * * * * * * 


3. Section 134.35 is amended by revising the section heading and text 
to read as follows: 


§ 134.35 Articles substantially transformed after importa- 
tion. 

If an imported article will be used in further processing in the United 
States, the processor will be considered the ultimate purchaser if the 
process results in a substantial transformations of the imported article. 
In such a case, the imported article is excepted from individual marking 
pursuant to 19 U.S.C. 1304(a)(3)(D) and § 134.32(d) of this part, pro- 
vided the container in which it is imported will reasonably indicate the 
country of origin of the article to the ultimate purchaser. 


PART 177—ADMINISTRATIVE RULINGS 


1. The general authority citation for part 177 continues to read as fol- 
lows: 


Authority: 5 U.S.C. 301, 19 U.S.C. 66, 1202 (General Note 8, Harmo- 
nized Tariff Schedule of the United States), 1624, unless otherwise 
noted. 


§ 177.22 [Amended] 

2. Section 177.22(a) is amended by adding at the end the following 
sentence: “The expression “wholly the growth, product, or manufac- 
ture” refers to articles wholly obtained or produced within the meaning 
of § 102.1(e) of this chapter.” 

Caro HALLETT, 
Commissioner of Customs. 


Approved: September 20, 1991. 
PETER K. NUNEz, 
Assistant Secretary of the Treasury. 


[Published in the Federal Register, September 25, 1991 (56 FR 48448)] 
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(collectively GI/M) have each filed an appeal from certain aspects! of the 
Opinion (Decision) and Order, issued March 16, 1989, by the United 
States International Trade Commission (Commission), in Certain Eras- 
able Programmable Read Only Memories, Components Thereof, Prod- 
ucts Containing Such Memories, And Processes For Making Such 
Memories, Inv. No. 337-TA-276, USITC Pub. No. 2196 (Mar. 16, 1989). 
The Order prohibited Atmel and GI/M (and other parties in that pro- 
ceeding) from importing into the United States certain Erasable Pro- 
grammable Read only Memories (hereinafter EPROMs)2 found to 
infringe one or more of Intel’s United States patents.3 We affirm-in- 
part, reverse-in-part, and vacate-in-part. 
I 


An investigation was begun by the Commission in September 1987, 
under section 337 of the Tariff Act of 1930, codified as amended at 19 
U.S.C. § 1337 (1988), in response to a complaint filed by Intel alleging 
unfair acts and unfair methods of competition in the importation and 
sale of certain EPROMs by seven respondents, including Atmel and 
GI/M. See 19 U.S.C. § 1337(a)(1) (1988). 

In the complaint, Intel alleged that the respondents violated section 
337 by importing EPROMs which infringed six Intel U.S. product pat- 
ents and two Intel U.S. process patents (one of which was withdrawn 
from consideration).4 Section 337 permits the Commission to exclude 
from the United States any goods that violate the provisions of that sec- 
tion. 19 U.S.C. § 1337(e)(1). The Commission may also order any party 
violating section 337 “to cease and desist from engaging in the unfair 
methods or acts involved.” 19 U.S.C. § 1337(f)(1). 

The respondents challenged the validity and enforceability of the as- 
serted patents, as well as Intel’s allegations of infringement. The inves- 
tigation was assigned to an administrative law judge (ALJ) who 
produced a 350-page initial determination (ID) detailing the facts and 
resolving the numerous issues presented by the parties. On review of 
the ID, the Commission affirmed many of the ALJ’s determinations, or- 
dered review of certain portions of the ID, and requested written sub- 
missions on those and other issues. In another prodigious effort, the 
Commission made 143 pages of additional findings and conclusions. The 


1 Hyundai Electronics Industries Co., Ltd. also appealed from the ITC’s decision on issues unrelated to this appeal. 
See Hyundai Elecs. Indus. Co. v. United States Int’l Trade Comm’n, 899 F.2d 1204, 14 USPQ2d 1396 (Fed. Cir. 1990) 

2 As stated by the Commission: 

[An EPROM] is a monolithic integrated circuit containing thousands of metal oxide semiconductor (MOS) tran- 
sistor cells on which encoded binary information can be stored. 
Decision at 12 (footnote omitted). 

3The patents at issue (the Intel patents) are U.S. Patent Nos. 3,938,108 (the ‘108 patent); 4,048,518 (the ‘518 pat- 
ent); 4,103,189 (the ‘189 patent); 4,114,255 (the ‘255 patent); 4,223,394 (the ‘394 patent); 4,519,050 (the ‘050 patent); 
and 4,685,084 (the ‘084 patent). 

4 Atmel and GI/M manufacture and import EPROMs which have been characterized primarily by their respective 
memory capacities. Generally speaking, the imported EPROMs are either 256K chips (the 256K EPROMs) or 512K, 
513K, and 515K chips (the 51 Series EPROMs). Chips having other memory capacities (64K and 1024K) have been 
alleged to infringe some of the asserted patents. Only Atmel imports the 64K and the 1024K EPROMs. 
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following table summarizes how the Commission disposed of the valid- 
ity and infringement issues for each of the Intel patents:5 


Proved infringed? 

Patent No. Proved invalid? 64K 256K 51 Series® 1024K 

084 No N/A N/A Old’-Yes N/A 
New — No 
050 No Yes Yes Yes No 
394 Claim 1-Yes Yes No Yes Yes 
Claim 2—No 

255 No No No No No 
189 No N/A Yes N/A N/A 
518 No No No No No 
108 No No No No No 


On the basis of its Decision, the Commission entered a limited exclu- 
sion order preventing the importation of, inter alia, the EPROMs manu- 
factured abroad by or for Atmel (64K, 256K, 51 Series, and 1024K), and 
GI\M (256K and 51 Series). Order at 7-8. In addition, the Commission 
ordered Atmel and GI/M to cease and desist from “importing, selling for 
importation, assembling, testing, performing manufacturing steps with 
respect to, using, marketing, distributing, offering for sale, or selling” 
EPROMs which were determined to be infringing. Decision at 5. 

The issues before us on appeal and cross-appeal include: (1) Atmel’s 
claim that its EPROMs are noninfringing because they are manufac- 
tured by Sanyo Electric Co., Ltd. and Tokyo Sanyo Electric Co., Ltd. (col- 
lectively Sanyo) under a broad cross-licensing agreement between 
Sanyo and Intel; (2) Atmel’s claim that the ’084 patent is invalid; (3) At- 
mel’s and GI/M’s challenge to the Commission’s finding that their “old” 
51 Series EPROM’s infringe the ’084 patent; (4) Atmel’s and GI/M’s 
claim that Intel’s ’050 patent is invalid and not infringed; (5) GI/M’s 
challenge to the validity of claim 2 of the ’394 patent; (6) Intel’s argu- 
ment that GI/M cannot challenge the ’394 patent’s validity because of 
the doctrine of assignor estoppel; and (7) Atmel’s and GI/M’s claim that 
their EPROMs do not infringe claim 2 of the ’394 patent.8 


II 


A. Atmel argues that its EPROMs did not infringe any of the Intel pat- 
ents because the EPROMs were made by Sanyo under Sanyo’s cross-li- 
censing agreement with Intel (the Intel/Sanyo agreement). The 
agreement grants Sanyo the right to make, use and sell “any Sanyo * * * 
products” under Intel’s patents. Intel contends that Sanyo is not 


5 Although the Commission’s Decision also covered other issues in addition to validity and infringement, they have 
not been appealed. 

6 The term “51 Series” appears throughout this opinion to denote Atmel and GI/M 512K, 513K and/or 515K 
EPROMs, which the parties and the Commission treated as alike. 

7 Following Intel’s complaint, Atmel and GI/M changed the design of their 51 Series EPROMs in order to avoid in- 
fringing the ‘084 patent. The Commission found that the former 51 Series EPROMs infringed claim 1 under the doc- 
trine of equivalents, but that the modified version did not. Intel does not challenge the finding of noninfringement. 

8 We do not reach GI/M’s challenge to the Commission’s finding that the ‘189 patent was valid and infringed. Nor do 
we reach Intel’s challenge to the Commission’s findings that Intel’s ‘255 patent was not infringed, and that claim 1 ofits 
‘394 patent was proven invalid. See discussion, infra pp. 52-53; see also Texas Instruments Inc. v. United States, Int’l 
Trade Comm’n, 871 F.2d 1054, 1067, 10 USPQ2d 1257, 1267 (Fed. Cir. 1989). 
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licensed to manufacture another corporation’s goods, i.e., under indus- 
try terminology Sanyo may not act as a “foundry.” Because Intel li- 
censed only Sanyo products,9 Intel argues that the cross-license did not 
authorize Sanyo to manufacture Atmel-designed EPROMs for Atmel, 
for that would be the manufacture of “Atmel” products rather than 
“Sanyo” products. The ALJ framed the license defense issue as 
“whether Sanyo was licensed by Intel to make an Atmel EPROM, using 
Atmel’s design, putting Atmel’s name and product designation on the 
EPROM, and selling the EPROM to Atmel for resale as an Atmel prod- 
uct.” ID at 25. 

If the Intel/Sanyo agreement permits Sanyo to act as a foundry for an- 
other company for products covered by the Intel patents, the purchaser 
of those licensed products from Sanyo would be free to use and/or resell 
the products. Such further use and sale is beyond the reach of the patent 
statutes. See United States v. Univis Lens Co., 316 U.S. 241, 250-52 
(1942) (the first vending of any article manufactured under a patent 
puts the article beyond the reach of the patent). 

Section 14.5 of the Intel/Sanyo agreement states that “[t]his Agree- 
ment shall be governed by and subject to and construed according to the 
laws of the State of California.” Under California law, the interpretation 
of a contract is a question of law, to the extent that it is based on the lan- 
guage of the agreement. Clark v. Rancho Santa Fe Ass’n, 216 Cal. App. 
3d 606, 618, 265 Cal. Rptr. 41, 47 (1989); see also Kern Oil & Refining 
Co. v. Tenneco Oil Co., 840 F.2d 730, 736 (9th Cir. 1988). When inter- 
preting a contract, we must, where profitable, give meaning and pur- 
pose to every term used in the contract. See, e.g., Beck v. American 
Health Group Int'l, Inc., 211 Cal. App. 3d 1555, 1566, 260 Cal. Rptr. 237, 
244 (1989) (citing Jensen v. Traders & General Ins. Co., 52 Cal. 2d 786, 
345 P.2d 1 (1959)); see also Fortec Constructors v. United States, 760 
F.2d 1288, 1292 (Fed. Cir. 1985). In resolving what the parties meant by 
limiting the license only to Sanyo products, we try to ascertain and give 
effect to the intent of the parties at the time the contract was signed. See 
Moss Dev. Co. v. Geary, 41 Cal. App. 3d 1, 9, 115 Cal. Rptr. 736, 741 
(1974); Cal. civ. Code. §§ 1636, 1641, 1652-53 (1985); see also Ralden 
Partnership v. United States, 891 F.2d 1575, 1577 (Fed. Cir. 1989). 

In determining that the Intel/Sanyo agreement did not cover foundry 
rights, the ALJ reasoned: 


9The cross-licensing agreement between Intel and Sanyo contains the following clauses related to Atmel’s defense: 
3.5 Intel hereby grants and will grant to Sanyo an [sic] non-exclusive, world-wide royalty-free license without the 
right to sublicense except to its Subsidiaries, under Intel Patents which read on any Sanyo Semiconductor 
Material, Semiconductor Device, Magnetic Bubble Memory Device, Integrated Circuit and Electronic Circuit 
products, for the lives of such patents, to make, use and sell such products. 

.6 Sanyo hereby grants and will grant to Intel a non-exclusive world-wide, royalty-free, license without the right 
to sublicense except to its Subsidiaries, under Sanyo Patents which read on any Intel Semiconductor Material, 
Semiconductor Device, Magnetic Bubble Memory Device, Integrated Circuit and Electronic Circuit products, 
for the lives of such patents to make, use and sell such products. 


7 * * + * * “ 


3.8 Except as expressly provided herein there are no other licenses, by implication, estoppel or otherwise granted 
by Intel to Sanyo. 
(Emphases added.) [No. 89-1476, Exhibits E13360-61] 
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It is reasonable to assume that the parties meant to exclude parts 
that one party made as foundry for another company, using the 
other company’s design, parts intended to be sold as the other com- 
pany’s parts under the other company’s name, and not just used as 
Sanyo components in a larger product made by another company. 

The interpretation of the licensing agreement as proposed by At- 
mel would mean that any company that was unable to obtain a li- 
cense from Intel but still wanted to make its own parts practicing 
Intel patents could employ Sanyo as a foundry and circumvent In- 
tel’s patents. Without something to explain why the parties would 
have intended such a result, the agreement will not be given this 
strained construction. 


ID at 28 (citation omitted, emphasis added). By not reviewing the ALJ’s 
decision on this issue, the Commission adopted that decision. Commis- 
sion Rule 210.53(h), 53 Fed. Reg. 33,070 (1988) (codified at 19 C.F.R. 
§ 210.53(h) (1990)). 

While there is no indication in the agreement as to what the parties 
meant by the “Sanyo” limitation, the use of that language in paragraph 
3.5 clearly evinces that the parties intended to restrict the grant in some 
manner. 

Atmel argues that the “Sanyo” limitation in paragraph 3.5 was only 
intended to prevent the transfer of “have made” rights to Sanyo, i.e., to 
prevent Sanyo from hiring another company to manufacture licensed 
products for Sanyo. Atmel urges that its interpretation of paragraph 3.5 
is supported by a letter containing a summary of the amendments pre- 
- pared by amember of Intel’s negotiating team in connection with a later 
extension of the Intel/Sanyo agreement. This letter describes the 
amended agreement as being unchanged insofar as it is a “[g]eneral pat- 
ent cross license without ‘have made’ rights.” 10 In this connection, At- 
mel contends that paragraph 3.8 cannot be read as excluding “have 
made” rights. Further, it argues that if any portion of the contract ex- 
cludes “have made” rights, as suggested in the letter, it must be the 
“Sanyo” limitation in paragraph 3.5. Finally, because the letter ex- 
pressly states that the agreement excludes “have made” rights and fails 
to say that foundry rights are similarly excluded, Atmel draws the con- 
clusion that Intel believed its license to Sanyo included foundry rights. 

Although the ALJ did not specifically mention the letter,11 she did 
fully consider and reject Atmel’s arguments regarding the source of the 
“have made” exclusion. In referring to paragraph 3.8, the ALJ said that 
neither party intended to rely upon any implied license from Intel to 
Sanyo and that this provision “prevent[s] any implication of ‘have 
made’ rights under the license.” ID at 24. Noting that there was no evi- 
dence indicating that Intel knew Sanyo might act as a foundry for other 


10'The amended Intel/Sanyo agreement did not change the cross-licensing paragraphs 3.5, 3.6, or 3.8 at issue. More- 
over, as in the case of the original Intel/Sanyo agreement, there is no explicit mention of foundry rights. 

11 The ALJ may not have mentioned the letter because of its lack of probative value. We have not been given any 
record references indicating the circumstances under which the letter was prepared, the position and authority of the 
author and addressees, or the actual distribution of the letter. 
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unlicensed companies, that Sanyo’s license in paragraph 3.5 was world- 
wide and royalty-free, and that Intel would not receive any further con- 
sideration no matter how many companies went to Sanyo for parts that 
infringed Intel patents, the ALJ posed the hypothetical question: Could 
Intel have intended that any company in the world could get Sanyo to 
make its parts without having to get its own license from Intel on Intel’s 
patents? The ALJ’s answer was that, in the absence of evidence of any 
such intent on the part of the parties to the contract, this construction of 
the license agreement would not be adopted. The ALJ concluded: 


The language at issue in the license agreement lends itself to an- 
other meaning that is more plausible: that both parties intended 
that Sanyo and Intel would have the right to make, use and sell 
their own parts without the constraints imposed by the patent 
rights of the other party. 


* * * * * * * 


It seems unlikely that the word. “Sanyo” was used here to pre- 
vent Sanyo from having parts that use Intel patents made for Sanyo 
by others. The license already prevents the implication of “have 
made” rights. The use of the word “Sanyo” to impose a restriction 
against “have made” rights would have been ambiguous and not 
the customary way to express this restriction. 


ID at 27. 

We agree that Atmel has not established its license defense to in- 
fringement, and that the ALJ’s reasoning is persuasive. Moreover, the 
ALJ’s interpretation is consistent with other provisions of the agree- 
ment. 

The language of paragraph 3.5 grants Sanyo a world-wide, royalty- 
free license to practice “Intel Patents.” The agreement defines the term 
“Intel Patents” broadly, covering “any and all” patents that Intel “owns 
or controls,” including those of its subsidiaries. The only limitations in 
paragraph 3.5 are that Sanyo (1) may not sublicense, except to subsidi- 
aries, and (2) may only make, use and sell “Sanyo * * * products.” At- 
mel’s argument is that the “Sanyo” limitation precludes only “have 
made” rights, and Sanyo otherwise has an unlimited, royalty-free right 
to practice all Intel patents. Put another way, anything manufactured 
by Sanyo that utilizes any Intel patent is subject to the royalty-free li- 
cense of paragraph 3.5. 

Atmel’s interpretation, however, tends to create an internal inconsis- 
tency in the agreement. Paragraphs 4.3 and 4.4 of the agreement re- 
quire that Sanyo pay royalties to Intel on the sales of specific Intel chips 
made by Sanyo and on derivative products based on those chips, 
whether developed jointly or by Sanyo. Interpreting paragraph 3.5 as 
broadly as Atmel desires would encompass these chips and derivative 
products as royalty-free. For consistency of the agreement as a whole, 
the words “Sanyo * * * products” as used in paragraph 3.5 are properly 
construed to cover only Sanyo designed and manufactured products and 
to exclude parts designed by others. 
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Such a consistent reading precludes the royalty-free, foundry manu- 
facture by Sanyo of an “Atmel EPROM, using Atmel’s design, putting 
Atmel’s name and product designation on the EPROM, and selling the 
EPROM to Atmel for resale as an Itmel product.” ID at 25. Atmel had 
the burden of proving its defense to infringement, Met-Coil Sys. Corp. v. 
Korners Unlimited, Inc., 803 F.2d 684, 687, 231 USPQ 474, 476 (Fed. 
Cir. 1986), and we are convinced that the Commission properly deter- 
mined that Atmel failed to do so. 


III 
Turning now to the Commission’s holdings as to validity and infringe- 


ment issues, we will consider the Intel patents in the reverse order of 
issuance.12 


A. The 084 Patent’: 

The ’084 patent issued on August 41, 1987, and relates to “circuitry 
for enabling an EPROM to be programmed selectively for addressing 
either the full memory array (i.e., in a ‘non-page mode’) or for address- 
ing the array by ‘pages’ (i.e., in a ‘page mode’).” Decision at 79. 


1. Validity of the 084 patent: 

Atmel!3 argues that the ’084 patent is invalid because the 27C512/13 
EPROMs which embody the invention were placed on sale more than a 
year before the application’s filing date of June 7, 1985. 35 U.S.C. 
§ 102(b) (1988). Under 35 U.S.C. § 282 a patent is presumed valid, and 
proof of its invalidity requires “clear and convincing” evidence. Buildex, 


Inc. v. Kason Indus., Inc., 849 F.2d 1161, 1463, 7 USPQ2d 1325, 1326-27 
(Fed. Cir. 1988). 

It is undisputed that Intel distributed the 27C512/13 EPROMs to its 
sales force prior to June 7, 1984, the critical, or statutory bar, date, and 
that the chips were eventually sold to Intel’s customers. The sole issue is 
whether any sales or offers to sell took place before the critical data. See 
In re Caveney, 761 F.2d 671, 676, 226 USPQ 1, 4 (Fed. Cir. 1985). The 
ALJ made the following findings: 


[A] sales conference was held in Phoenix, Arizona during the week 
of May 15, 1984. At that meeting 50 samples of the Intel 27C512/13 
were distributed to 50 Intel salesmen. 


* * * * 


12 The Commission argues that GI/M’s petition to the Commission for review of the ID was defective in that it failed to 
identify which of the ALJ’s findings of factor conclusions of law were being challenged, as required by Commission rule. 
See 19 C.F.R. 210.54(a)(ii). As a result, the Commission contends that GI/M abandoned these issues below and is not 
entitled to have this court review them. 

We disagree. Clearly GI/M petitioned the Commission for a review of the ALJ’s findings on GI/M’s alleged infringe- 
ment of Intel’s ’084 patent. GI/M’s petition also stated “[w]ith respect to five other patents, the ’108, ’518, ’394, ’84, 
’189 and ’255 patents, the * * * respondents refer the Commission to their Post Trial, Main, and Reply Briefs on those 
patents and incorporate those briefs herein by reference.” While the incorporation of previously submitted briefs in a 
petition for review may not be optimal, it would be unfair to say that GI/M has “knowlingly abandoned or waived” the 
issues related to these patents, see James v. Federal Energy Regulatory Comm’n, 755 F.2d 154, 155 (Fed. Cir. 1985), 
particularly since the Commission accepted GI/M’s petition for review and considered and decided the issues therein. 
Decision at 2. GI/M is entitled to judicial review of the Commission’s conclusions. 

13 GM/I does not challenge the validity of the 084 patent, although it does argue that its chips did not infringe that 
patent. 
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The Intel sales conference in Phoenix was attended only by Intel 
personnel. * * * At the Phoenix conference, no sales person was al- 
lowed to take more than one 27512/13 [sic] sample. 


* * * * * * * 


Each of the samples given to the Intel salesmen at the Phoenix 
meeting during the week of May 15, 1984, about three weeks before 
the statutory bar, included the page mode circuit described and 
claimed in the ’084 patent. No restriction was placed on the Intel 
salesmen as to how they could dispose of the 27C512/13 samples. 
The salesmen were expected to pass the samples on to their custom- 
ers. 


* * * * * * * 


Intel was seeking commercial advantage by its distribution of 
27512 [sic] samples before the critical date. Intel was trying to catch 
up with AMD [a competitor] in the marketplace. 


* * * * * * * 


* * * Intel’s engineering samples are preproduction samples that 
are not available for sale. The Intel sales activities at and after the 
Phoenix meeting were clearly commercial in intent, however, and if 
it were clear that they occurred before the critical date, they would 
constitute an on-sale bar under 35 U.S.C. § 102(b). The distribution 
of the 512/13 samples to Intel customers before the critical date 
would constitute an on-sale bar against the validity of the patent 
pursuant to 35 U.S.C. § 102(b), but respondents did not prove by 
clear and convincing objective evidence that any of these customers 
in fact received the part before June 7. 


ID at 236-40 (citations omitted, emphasis added). 
The Commission, in agreeing that Atmel had failed to establish the 
on-sale bar defense, stated: 


[We agree] with the ALJ that respondents failed to prove the exis- 
tence of an invalidating on-sale bar under 35 U.S.C. § 102(b). One 
would have to engage in extensive inference drawing to conclude 
that Intel’s 27C512/513 part was actually sold or offered for sale 
more than a year prior to the filing of the application that matured 
into the ’084 patent. Such inference drawing does not in the Com- 
mission’s view rise to the level of clear and convincing evidence The 
Commission adopts the ALJ’s factual findings and conclusions of 
law to the extent they are not inconsistent with the Commission’s 
determination. 


Decision at 84 (emphasis added). 

Whether a particular activity raises the on-sale bar is a question of 
law, based on underlying factual considerations. See, e.g., J.A. LaPorte, 
Inc. v. Norfolk Dredging Co., 787 F.2d 1577, 229 USPQ 435 (Fed. Cir. 
1986); Shatterproof Glass Corp. v. Libbey-Owens Foods Co., 758 F.2d 
613, 225 USPQ 6341 (Fed. Cir. 1985). 

The “on-sale” bar encourages early disclosure and prevents extension 
of the statutory patent term. See King Instrument Corp. v. Otari Corp., 
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767 F.2d 853, 226 USPQ 402 (Fed. Cir. 1985). Asingle sale or offer to sell 
is enough to bar patentability. Caveney, 761 F.2d at 676, 226 USPQ at 4. 
Even free distribution of a prototype may raise the on-sale bar if it is 
done to solicit a sale. Stearns v. Beckman Instruments, Inc., 737 F.2d 
1565, 222 USPQ 457 (Fed. Cir. 1984). 

Atmel argues that the ALJ made all the findings necessary to raise the 
on-sale bar —(1) that the claimed invention was reduced to practice by 
Intel prior to the critical date; (2) that three weeks before the critical 
date, Intel gave the EPROMs embodying the claimed invention to sales- 
men; (3) that these salesmen were expected to distribute the samples to 
their customers; and (4) that Intel was seeking a commercial advantage 
by its distribution of samples before the critical date. 

Although these findings may go far toward establishing an on-sale 
bar, they are insufficient, standing alone, for us to conclude that the 
Commission erred in refusing to find that any 512/13-type EPROMs 
were actually sold or offered for sale to Intel’s customers. The ALJ found 
that, while it was “likely” that Intel’s customers received the EPROMs 
before the critical date, Atmel had not proven this by clear and convinc- 
ing evidence. Intel’s distribution of the EPROMs to its own sales staff 
did not constitute a statutory bar. It is not a violation of the on-sale bar 
to make preparations for the sale of a claimed invention — an actual sale 
or offer to sell must be proved. 35 U.S.C. § 102(b). See, also UMC Elec. 
Co. v. United States, 816 F.2d 647, 2 USPQ2d 1465 (Fed. Cir. 1987). 

Atmel offered no evidence, direct or circumstantial, showing that In- 
tel made offers or sales before the initial date. All Atmel proved was that 
such offers or sales may have been “likely.” As the Commission pointed 
out, “[o]ne would have to engage in extensive inference drawing to con- 
clude that Intel’s 27C512/513 part was actually sold or offered for sale 
more than a year prior to the filing of the application.” Decision at 84. 
Clear and convincing evidence has been described as evidence which 
proves in the mind of the trier of fact “an abiding Conviction that the 
truth of [the] factual contentions are [sic] ‘highly probable.”’ Colorado 
v. New Mexico, 467 U.S. 310, 316 (1984) (citation omitted); see also Buil- 
dex, 849 F.2d at 1463, 7 USPQ2d at 1826-27. The extensive inferences 
Atmel would draw from the evidence presented are not the clear and 
convincing proof required. Thus, Atmel has failed to carry its burden of 
proof that a sale or offer to sell was made before June 7, 1984. 35 U.S.C. 
§ 282; see also UMC, 816 F.2d at 657, 2 USPQ2d at 1472. Accordingly, 
we affirm the Commission’s determination that the ’084 patent was not 
proven to be invalid. 


2. Infringement of the 084 patent: 

Before the Commission, Intel alleged that Atmel’s and GI/M’s “old” 
design 51 Series EPROMs infringed claims 1-10 of the ’084 patent and 
that their “new” design 51 Series EPROMs infringe claims 1-4. Intel did 
not assert that any other EPROMs infringed the 084 patent. The ALJ 
determined that both Atmel’s and GI/M’s “old” design 51 Series 
EPROMs infringed claim 1 of the 084 patent under the doctrine of 
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equivalents, but that the “new” design 51 Series EPROMs did not in- 
fringe that patent. On review, the Commission affirmed both deci- 
sions.14 

The ’084 patent discloses an integrated circuit read-only memory 
with a programmable selection means for selecting alternative address- 
ing modes. Claim 1 of the ’084 patent reads: 


1. In an integrated circuit, read-only memory having n address 
lines used for accessing p words in one addressing mode, an im- 
provement for providing an alternate addressing mode, compris- 
ing: 

programmable selection means for selecting said alternate 
addressing mode; 


storage means for storing at least one signal; 


an address buffer coupled to one of said n address lines, said 
buffer also being coupled to said storage means and said 
programmable selection means, the output of said buffer 
being controlled by said signal stored in said storage means 
when said alternate addressing mode is selected, 


whereby when said alternate addressing mode is selected said p 
words in said memory may be selected with less than n address sig- 
nals. 


In construing this claim, the ALJ stated: 


The special circuit disclosed in the ’084 patent permits the address 
buffer to accept either input from the storage means or from the ad- 
dress line. (Huber Tr. 4783.) Which one is selected depends on 
whether page mode addressing has been selected. In non-page 
mode, the address buffer accepts the signal from the address line. In 
page mode, the address buffer accepts the signal stored in the latch. 
(Intel Ex. 15, col. 3, lines 5-18; Huber Tr. 4783.) 

The special address buffer disclosed in the patent can perform 
normal address input signal processing, it can receive the logic sig- 
nal stored in the latch, it can send a signal derived either from the 
address input or from the latch input, and it can implement page 
mode addressing when directed to do so by the programmable selec- 
tion means. (Huber Tr. 4782-84.) 


ID at 249-50. The ALJ also observed: 


Respondents’ old ’512 parts do not have an address buffer cou- 
pled to the storage means or latch, as that term has been construed 


14G1M suggests that the issue of whether its “old” design 51 Series EPROMs infringed the 084 patent was mooted 
by its unilateral decision to stop manufacturing the “old” design EPROMs. We disagree. The Supreme Court has 
stated that the “[m]Jere voluntary cessation of allegedly illegal conduct does not moot a case; if it did, the courts would 
be compelled to leave ‘[t]he defendant * * * free to return to his old ways.”’ United States v. Concentrated Phosphate 
Export Ass’n. Inc., 393 U.S. 199, 203 (1968) (quoting United States v. W.T. Grant Co., 345 U.S. 629, 632 (1953)). 
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in the patent claims. Instead * * * Atmel [15] has a multiplexer. The 
multiplexer does not buffer the signal. It receives multiple signals 
and selects signals to be passed on to the decoder circuitry depend- 
ing on whether the part is programmed for page mode or normal ad- 
dressing. (Gust Perlegos Tr. 5064-65; Atmel Ex. 220.) 

ID at 257 (emphasis in original). 

Atmel’s and GI/M’s primary argument is that the accused device has 
no component which corresponds to the claimed “address buffer.” The 
ALJ’s findings make this argument unpersuasive. While it is true that 
the accused EPROMs use a multiplexer rather than an address buffer, 
the ALJ determined that the address buffer of the ’084 patent contains 
additional circuitry to permit it to accept input from alternative sources 
and that this same function was performed in the accused device by a 
multiplexer. The ALJ expressly found that the “multiplexer * * * is the 
functional equivalent of the special address buffer as it is described in 
the ’084 patent specification.” ID at 259. Moreover, the ALJ found that 
the buffering function performed by the special address buffer of the 
’084 patent was performed in the accused EPROMs “in another circuit” 
before being stored in the latch. ID at 259. The ALJ’s findings were 
stated as follows: 


The respondents’ 27C512/513/515 parts using the old designs 
contain each element required by claim 1 of the 084 patent except 
the special address buffer. They do not literally infringe claims 1-10 
of the ’084 patent. The fact that a buffer circuit selects which sig- 
nals are sent to the decoder in the embodiment in the patent does 
not mean that the use of a buffet circuit is a significant part of the 
invention and that nothing else can perform that function. 
ID at 258-59. Based on these findings, the ALJ concluded that the ac- 
cused EPROMs perform substantially the same function in substan- 
tially the same way to achieve substantially the same result. The 
Commission affirmed this conclusion, stating: 


Both the multiplexer and the address buffer use an addressing sig- 
nal to select a particular memory cell from an incoming address pin 
or latch. Thus, the accused circuits infringe claim 1 under the doc- 
trine of equivalents because they perform substantially the same 
function in substantially the same way to obtain the same result as 
the invention claimed in the ’084 patent. 

Decision at 87. 

A finding of infringement under the doctrine of equivalents is a fac- 
tual determination. Pennwalt Corp. v. Durand-Wayland, Inc., 833 F.2d 
931, 936, 4 USPQ2d 1737, 1741 (1987) (in banc). We review the Commis- 
sion’s factual findings under the substantial evidence standard. SSIH 
Equip. S.A. v. United States Intl Trade Comm’n, 718 F.2d 365, 371-372, 
218 USPQ 678, 684 (Fed Cir. 1983). The doctrine of equivalents does not 
require a one-to-one correspondence between the accused device and 


1Gim agreed before the Commission that Atmel’s “old” design 512K EPROM was representative of their accused 
devices. Accordingly, the ALJ and the Commission dealt only with that device. 
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that disclosed in the patent. In Corning Glass Works v. Sumitomo Elec- 
tric U.S.A., Inc., 868 F.2d 1251, 9 USPQ2d 1962 (Fed. Cir. 1989), we held 
that infringement under the doctrine of equivalents may be established 
even though the accused device requires a number of components to per- 
form functions which the patented invention achieves by use of one 
component. “[T]he determination of equivalency is not subject to * * *a 
rigid formula. An equivalent must be found for every limitation of the 
claim somewhere in an accused device, but not necessarily in a corre- 
sponding component, * * *.” Jd. at 1259, 9 USPQ2d at 1968 (footnote 
omitted). 

In the hearings, the operation of both the patented invention and the 
allegedly infringing device were discussed at length by the witnesses. 
There was testimony fully supporting the ALJ’s findings that the multi- 
plexer performed the selective signal acceptance function of the claimed 
address buffer and that, while the multiplexer did not act as a buffer, 
that function was performed elsewhere in the accused EPROMs. Ac- 
cordingly, we cannot say that the ALJ’s and the Commission’s findings 
that the “old” 51 Series EPROMs infringed the ’084 patent under the 
doctrine of equivalents were not supported by substantial evidence. 

GI/M also contends that the Commission’s finding of infringement 
under the doctrine of equivalents is incorrect because, although GI/M’s 
“old” design 51 Series EPROMs are capable of performing page mode 
addressing, the EPROMs were never sold to operate in page mode. No 
customer was ever told how to convert the chip to page mode opera- 
tion —or even that such conversion was possible. GI/M argues that an 
alleged infringer must intend its parts to be used in an infringing fash- 
ion and cites Fromberg, Inc. v. Thornhill, 315 F.2d 407, 415, 137 USPQ 
84, 89 (5th Cir. 1963), in support of its argument. As noted by Intel, 
there is no intent element to direct infringement. See 35 U.S.C. § 271(b) 
and (c). Fromberg deals with induced and contributory infringement 
and is therefore inapposite. Because the language of claim 1 refers to 
“programmable selection means” and states “whereby when said alter- 
nate addressing mode is selected” (emphases added), the accused device, 
to be infringing, need only be capable of operating in the page mode. 
Contrary to GI/M’s argument, actual page mode operation in the ac- 
cused device is not required. 

GI/M contends further that the Commission’s finding of infringe- 
ment is flawed because Intel’s expert witnesses failed to opine in terms 
of the three-part test for the doctrine of equivalents. See Graver Tank & 
Mfg. Co. v. Linde Air Prods. Co., 339 U.S. 605, 607 (1950); Pennwalt, 833 
F.2d at 934, 4 USPQ2d at 1739. This argument is meritless. 

Unlike a jury in a district court case, the Commission resolves dis- 
putes involving patent infringement matters with some regularity and 
thus is aware of doctrine of equivalents jurisprudence. More impor- 
tantly, in this case the Commission demonstrated its awareness of the 
three-part test and applied it to facts here involved. The Commission ex- 
pressly recited its conclusions in terms of the function, way, and results 





U.S. COURT OF APPEALS FOR THE FEDERAL CIRCUIT 31 


of the claimed invention and the accused devices. See Decision at 87 
(quoted ante at p. 21). Under these circumstances, it is unimportant that 
the testimony before the Commission, which fully supports the Com- 
mission’s analysis, was not given in the precise function/way/result ter- 
minology of Graver Tank. 

Thus, we are not persuaded that the Commission erred in affirming 
the ALJ’s determination that GI/M’s “old” design 51 Series EPROMs 
infringed claim 1 of the ’084 patent under the doctrine of equivalents. 


B. The 050 Patent: 


The 050 patent, entitled “Radiation Shield For An Integrated Circuit 
Memory With Redundant Elements,” issued on May 21, 1985. The ’050 
patent discloses and claims a radiation shield for converting a normally 
erasable EPROM cell into a Unerasable Programmable Read-Only 
Memory (UPROM) cell. ID at 191-92. A radiation shield is essentially a 
cover.and side walls which surround the cell, protecting it from ultravio- 
let radiation. Claims 1-4 of the ’050 patent are as follows: 


1. In an metal-oxide-semiconductor (MOS) electrically program- 
mable read only-memory (EPROM) which is fabricated on a sub- 
strate and which is erased when exposed to radiation, an 
improvement comprising: 


redundant elements to be used in place of defective elements: 


a programming means for programming said redundant so ele- 
ments so as to cause said redundant elements to be used in 
place of said defective elements, said programming means 
including at least one EPROM cell which is erased when ex- 
posed to radiation; and a shielding member comprising an 
upper cover and upstanding members extending from said 
upper cover to said substrate disposed about said EPROM 
cell which causes radiation incident on said memory to be at- 
tenuated before striking said EPROM cell thus inhibiting 
said EPROM cell from being erased when said memory is ex- 
posed to radiation; 


whereby said EPROM cell can be permanently programmed so 
that said redundant elements are always used in place of said 
defective elements. 


2. The memory of claim 1 wherein said shielding member is dis- 
posed over the surface of said EPROM cell and extends normally 
into said EPROM cell at the edges of said EPROM cell so as to make 
contact with said substrate. 

3. The memory of claim 2 wherein said shielding member is acon- 
ductor which defines an opening above the substrate so as to allow 
conductors connected to said EPROM cell to pass through said 
opening, said opening formed such that radiation entering said 
opening must traverse at least one angle of approximately 90 de- 
grees before reaching source and drain regions of said cell. 

4. The memory of claim 3 wherein said shielding member is con- 
nected to a diffusion region formed in said substrate, said diffusion 
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being common with said EPROM cell so as to reduce the number of 
said conductors passing through said opening. 


An EPROM which was manufactured with a defective cell in the 
memory array generally was discarded because there was no way to keep 
the EPROM from trying to store information in the defective cell. The 
invention of the 050 patent was directed to shielding otherwise erasable 
cells in the EPROM from erasure so that they can be permanently pro- 
grammed to direct information away from any defective memory ele- 
ments and toward replacement or redundant memory cells. The 
memory cells in EPROMs are designed to be erased by exposure to ultra- 
violet radiation so they can be re-used to store new information. 

In its complaint to the Commission, Intel alleged that GI/M’s and At- 
mel’s 256K and 512K EPROMs, and Atmel’s 64K EPROM, contain ra- 
diation shields which infringe claims 1-4 of the ’050 patent. Atmel and 
GI/M denied Intel’s allegations and countered that the ’050 patent’s 
claims were invalid under 35 U.S.C. §§ 103 (obviousness) and 112 (in- 
definiteness), and were unenforceable for inequitable conduct. 

The ALJ determined that the ’050 patent was not proven invalid or 
unenforceable and was infringed by Atmel’s and GI/M’s accused de- 
vices. On review, the Commission modified some of the ALJ’s findings 
and conclusions but, on the whole, affirmed “the ALJ’s determination 
that: (1) respondents had failed to prove by clear and convincing evi- 
dence that claims 1-4 of the ’050 patent are invalid, and (2) respondents’ 
accused EPROMs * * * literally infringe claims 1-4 of the ’050 patent.” 
Decision at 74-75. 

In this appeal, Atmel and GI/M claim that the invention disclosed in 
the ’050 patent was invalid for obviousness and that the accused 
EPROMs do not infringe the Intel patent. 


1. Validity of the 050 Patent: 

According to Atmel and GI/M, the first four claims of the ’050 patent 
would have been obvious in light of the prior art and are thus invalid. As 
discussed earlier, a patent is presumed valid and the party asserting In- 
validity must overcome this presumption by clear and convincing evi- 
dence establishing facts which support the conclusion of invalidity. See 
Dennison Mfg. Co. v. Panduit Corp., 475 U.S. 809, 810 (1986). 

Obviousness is a question of law based on a series of factual determi- 
nations, including (1) the scope and content of the prior art, (2) the dif- 
ferences between the art and the claims at issue, (3) the level of ordinary 
skill in the art, and (4) any other objective evidence. Graham v. John 
Deere Co., 383 U.S. 1, 17 (1966); see also Connell v. Sears, Roebuck & 
Co., 722 F.2d 1542, 1547, 220 USPQ 193, 197 (Fed. Cir. 1983). We exam- 
ine the Commission’s factual determinations under the substantial evi- 
dence standard, SSJH, 718 F.2d at 371-372, 218 USPQ at 684, and then 
review the holding of nonobviousness de novo. See Panduit Corp. v. Den- 
nison Mfg. Co., 810 F.2d 1561, 1568, 1 USPQ2d 1593, 1597 (Fed. Cir. 
1987). 
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In the prosecution of the application that matured into the ’050 pat- 
ent, the claims were rejected as unpatentable over the McKenny arti- 
clel6 and the Du patent.17 The McKenny article explained how 
redundant elements could be used to compensate for defective elements. 
The Du patent disclosed using a shielding region with erasable memory 
cells to protect some cells from radiation. When Intel narrowed the 
claims to include the extension of the shield’s side walls down to the sub- 
strate, blocking horizontally-traveling radiation, the claim was allowed. 
The ALJ found that the side walls represent the only difference between 
the subject matter allowed and that previously rejected. In examining 
the scope of the prior art, the ALJ considered the Kondo and Katznelson 
articles,18 which taught that the use of shielding side walls would reduce 
the amount of light reaching the cells. The ALJ found, however, that 
neither of these articles taught that the side walls should extend all the 
way to the substrate, and that neither of these articles described a 
method of shielding a circuit thoroughly enough to last for the normal 
life of an EPROM. Cells protected in the manner described in Kondo and 
Katznelson eventually erased. 

Next, the ALJ found that one with ordinary skill in the art would have 
some experience with EPROMs and probably would have at least a 
Bachelor of Science degree in electrical engineering. 

Finally, the ALJ examined other evidence of nonobviousness: 


The prior art did not teach a shielding structure that adequately 
protects an EPROM cell from being erased by ultraviolet light for 
the normal expected life of an EPROM. Some prior art references 
taught away from the use of EPROM cells to store redundancy ad- 
dress information in an EPROM.[19] 

At the time of Folmsbee’s invention, others did not believe 
EPROM cells could be used to store redundancy address informa- 
tion. The inventor himself had doubts, as did his supervisor, Mr. 
Spaw. 


ID at 206. The ALJ also found that Atmel did not use this EPROM de- 
sign until Korsh left Intel and started work at Atmel. During his em- 
ployment by Intel, Korsh knew of Folmsbee’s work and knew that a 
patent application was pending. Prior to Korsh’s arrival, Atmel had 
tried and failed to design an UPROM, and instead “Atmel relied on infe- 
rior polysilicon fuses for storing redundancy address information.” ID 
at 208. 


16 McKenny, “Good Bits Swapped for Bad in 64-Kilobit EPROM,” Electronics, March, 1980. 
17S, Patent No. 4,393,499, issued to Du et al. 
18 Kondo et al., An Erase Model in Double Poly-Si Gate N-Channel FAMOS Devices, IEEE Transactions on Electron 
Devices, March 1978, at 369-74; and Katznelson et al., An Erase Model for FAMOS EPROM Devices, IEEE Transac- 
tions on Electron Devices, Sept. 1980, at 1744-52. 
19 A 1982 patent, while teaching the use of a redundancy method similar to that in the ’050 patent, assumed that the 
method could not be used in most EPROMs: 
Those skilled in the art will recognize that neither this fuse cell nor the EPROM fuse cell may be used in memory 
arrays such as EPROMs which have an ultraviolet light erasable window since the application of ultraviolet light 
through the window will not only erase the information contained in the main memory array but will also erase the 
redundancy programming which has been implemented in the chip. 

USS. Patent No. 4,546,454, col. 8, lines 3B-45. See also ID at 207. 
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Based on all of these factual findings, none of which are seriously chal- 
lenged, the Commission concluded, as did the ALJ, that “respondents 
had failed to prove by clear and convincing evidence that claims 1-4 of 
the ’050 patent are invalid” for obviousness under section 103. Decision 
At 74-75; see also ID at 209. We agree. While the extension of the 
sidewalls may seem only a minor advance, it was not an obvious one. The 
extension of the sidewalls increased the life of an UPROM cell demon- 
strably, giving it previously unknown practical uses. The evidence 
shows that the results of extending the sidewalls in the manner dis- 
closed in the ’050 patent were surprising. Moreover, Atmel itself failed 
in its attempt to design a UPROM. See In re Piasecki, 745 F.2d 1468, 
1475, 223 USPQ 785, 790 (Fed. Cir. 1984) (failure of others to provide a 
feasible solution to a longstanding problem is probative of non-obvious- 
ness). We conclude that the Commission correctly determined that At- 
mel and GI/M failed to prove that the invention disclosed in the claims of 
the ’050 patent would have been obvious. 


2. Infringement of the 050 Patent: 

Atmel and GI/M also challenge the Commission’s finding of infringe- 
ment, arguing that the Commission improperly construed the claims of 
the ’050 patent.20 Claim interpretation is a question of law and thus 
subject to de novo review in this court. Hormone Research Found., Inc. 
v. Genentech, Inc., 904 F.2d 1558, 1562, 15 USPQ2d 1039, 1042 (Fed. 
Cir. 1990); Loctite Corp. v. Ultraseal Lid.,' 781 F.2d 861, 866, 228 USPQ 
90, 93 (Fed. Cir. 1985). The claims are to be interpreted in light of the 


claim language, the specification, and the prosecution history. Hormone 
Research, 904 F.2d at 1562, 15 USPQ2d at 1042. 
The challenged portion of the claim states: 


whereby said EPROM cell can be permanently programmed so that 
said redundant elements are always in place of said defective ele- 
ments. 


(Emphasis added.) 

The Commission construed the claim phrase “permanently pro- 
grammed” to mean “for the useful lifetime of the EPROM part under 
normal operating conditions.”21Decision at 75. Thus, the Commission 
concluded that “permanent”is a relative term, meaning that the 
UPROM cell will not be erased during the normal life span of the 
EPROM. The Commission found infringement of the ’050 patent be- 
cause the shielded cells of the accused EPROMs would not be erased 
during the normal life span of the accused EPROMs.22 


20 Atmel and GI/M donot challenge the finding that their EPROMs infringe the ’050 patent’s claims as interpreted by 
the Commission. 

The ALJ read this clause to require that an infringing UPROM cell resist erasure for twenty hours of exposure to 
ultraviolet light. The Commission held that the twenty-hour figure was improper because it referenced the lifespan of 
the accused devices. 

22The ALJ found that Intel did not prove infringement by Atmel’s 1 megabit design (the 1024k EPROM) because it 
did not prove how long that part withstands erasure. ID at 227. The Commission did not review this finding, Decision at 
74, and Intel does not challenge this holding. 
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Atmel and GI/M suggest that the Commission’s interpretation em- 
ploys circular reasoning; if the EPROM becomes useless once the 
UPROM cells fail, then the UPROM cells will always last for the “useful 
life” of the EPROM. The parties argue that the term “permanently pro- 
grammed” must mean that the UPROM cells will avoid erasure until 
the EPROM fails due to reasons-other than erasure of the UPROM. 
This argument is unconvincing; it would require that the UPROM cells 
always be at least as reliable as any other portions of the chip. The ’050 
patent contains no such limitation. 

Alternatively, Atmel and GI/M read the “permanently programmed” 
clause to require that an infringing UPROM cell must tolerate 300 
hours of ultraviolet light exposure without erasing. Although the speci- 
fication of the 050 patent stated that the goal of the invention was an 
UPROM cell that Could withstand 300 hours of ultraviolet light expo- 
sure, this limitation is not contained in the claims. “Where a specifica- 
tion does not require a limitation, that limitation should not be read 
from the, specification into the claims.” Specialty Composites v. Cabot 
Corp., 845 F.2d 981, 987, 6 USPQ2d 1601, 1605 (Fed. Cir. 1988) (citing 
Lemelson v. United States, 752 F.2d 1538, 1551-52, 224 USPQ 526, 534 
(Fed. Cir. 1985)) (emphasis in original). The claims of the 050 patent 
state no minimum life span for its shielded UPROM cells, and one 
should not be read into the claims. The “permanently programmed” 
limitation only requires that the shielded UPROM cells remain pro- 
grammed for the normal life of the EPROM. 

The Commission’s claim interpretation is the only infringement issue 


raised on appeal. Accordingly, because we conclude that its interpreta- 
tion is correct, its finding of infringement must stand. 


C. The ’394 patent: 


The ’394 patent, entitled “Sensing Amplifier for Floating Gate Mem- 
ory Devices,” issued on September 16, 1980. George Perlegos and Saroj 
Pathak were the named inventors on the patent, which was assigned to 
Intel. The ’394 patent discloses an EPROM with two specific circuits, 
one that performs column biasing to limit the voltage swing across an 
array of memory cells in an EPROM and another that splits the voltage 
on a dummy cell gate. These circuits are used to increase the speed at 
which the memory cells can be “read.” ID at 149. 

The ALJ found that the ’394 patent was not proven invalid, and that it 
was not infringed. The Commission reversed, finding that claim 1 of the 
’394 patent was invalid for obviousness, and that claim 2 was valid and 
infringed. Each of the Commission’s findings has been challenged in 
these appeals. The Commission also held that Atmel is prevented from 
challenging the validity of the ’394 patent under the doctrine of assignor 
estoppel. Intel argues that GI/M, as well as Atmel, is prevented from 
contesting the validity of the ’394 patent by the doctrine of assignor es- 
toppel. 
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1. Assignor estoppel: 

Assignor estoppel is an equitable doctrine that prevents a patentee 
who has assigned the rights to a patent from later contending that what 
was assigned is a nullity. Diamond Scientific Co. v. Ambico, Inc., 848 
F.2d 1220, 1224, 6 USPQ2d 2028, 2030 (Fed. Cir. 1988). The doctrine 
also bars a similar challenge by any party in privity with the assignor. 
Id. 

Intel argued before the ALJ that Atmel could not challenge the valid- 
ity of the ’394 patent because one of the inventors, George Perlegos, a 
major shareholder and chief executive officer at Atmel, had assigned the 
patent to Intel. Intel further argued that GI/M was similarly estopped 
because of the close relationship, discussed below, that George Perlegos 
and Atmel had with GI/M. 

The ALJ concluded that if assignor estoppel were a permissible in- 
fringement defense in a Commission proceeding both Atmel and GI/M 
would be estopped from questioning the patent’s validity. The ALJ held, 
however, that “it is inequitable to use the doctrine of assignor estoppel 
in any patent case before the Commission.” ID at 12. She noted that, if 
Intel were successful in the Commission action, all products that in- 
fringe the ’394 patent could be denied entry into the United States, in- 
cluding products made by parties not currently before the Commission. 
She then reasoned that this potential impact on third parties tipped the 
scale against applying the doctrine of assignor estoppel. ID at 12. Both 
Atmel and GI/M were thereafter permitted to challenge the validity of 
the ’394 patent. 

On review, the Commission correctly concluded that both statutory 
and case law required that assignor estoppel be considered and applied 
in section 337 cases. It based this holding on the language of 19 U.S.C. 
§ 1337(C) (1988) that “[aJll legal and equitable defenses may be pre- 
sented in all [section 337] cases,” and, by analogy, on this court’s deci- 
sion,in Lannom Mfg. Co. v. United States Int’l Trade Comm’n, 799 F.2d 
1572, 1579, 231 USPQ 32, 37, 4 Fed. Cir. (T) 181, 139 (Fed. Cir. 1986), 
where we held that the Commission’s public interest responsibilities do 
not give it an independent duty to determine the validity of a patent 
where no party made such a challenge. Since George Perlegos was es- 
topped from challenging the patent’s validity, it was necessary for the 
Commission to determine whether Atmel or GI/M or both were in 
privity with George Perlegos and similarly estopped. The Commission 
used the following test to determine privity: 


whether there is an identity of interests between the persons poten- 
tially subject to estoppel with respect to the subject matter * * * suf- 
ficient to warrant, in light of the equities of the situation, placing 
the corporation or other person in the shoes of the assignor/inven- 
tor. 


Decision at 23. 
The Commission determined that Atmel was in privity with George 
Perlegos and was therefore estopped to challenge the patent’s 
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validity,23 but that GI/M did not have sufficient contacts with George 
Perlegos for there to be an “identity of interests.” Decision at 25. The 
Commission, in essence, disregarded the relationship between Atmel 
and GI/M because it found that Atmel was not George Perlegos’ “alter 
ego.” The Commission concluded “we do not believe there is any basis 
for extending the privity chain in this manner.” Decision at 24. 

Intel has appealed the Commission’s decision that GI/M was not es- 
topped because it was not in privity with George Perlegos. It contends 
that the Commission’s test for privity is unnecessarily narrow. We hold 
that the commission erred in failing to apply the doctrine of assignor es- 
toppel to GI/M.24 

The doctrine of assignor estoppel is applied “to prevent unfairness 
and injustice.” Diamond, 848 F.2d at 1224, 6 USPQ2d at 2030. It is an 
equitable doctrine 


[“]mainly concerned with the balance of the equities between the 
parties.” Those in privity with the assignor partake of that balance; 
hence, extension of the estoppel to those in privity is justified. 


Shamrock Technologies, Inc. v. Medical Sterilization, Inc., 903 F.2d 
789, 793, 14 USPQ2d 1728, 1732 (Fed. Cir. 1990) (citations omitted). 

In determining whether GI/M was in privity with George Perlegos, all 
contacts between GI/M and George Perlegos, direct and indirect, must 
be considered, including the contacts between Atmel and GI/M. We are 
convinced the Commission improperly limited its analysis to whether 
the relationship between George Perlegos and GI/M was enough to find 
that the two were in privity. It did not adequately consider the part 
George Perlegos played in creating the joint venture between GI/M and 
Atmel, under which the two corporations sought to mutually develop 
EPROM designs and processes. 

At the time of the joint development program, George Perlegos owned 
approximately 40% of Atmel’s stock and was the corporation’s largest 
single shareholder. Decision at 23. In his position as president and chief 
executive officer, he was in charge of Atmel’s business and finances. De- 
cision at 23. As part of the Atmel-GI/M agreement, George Perlegos per- 
sonally indemnified GI/M against patent infringement suits, as he had 
previously indemnified Atmel in some of its business dealings. ID at 16; 
Decision at 23. The ALJ found that GI/M would not have agreed to the 
joint development project without this indemnification. ID at 16. Con- 
sidering George Perlegos’ position at Atmel and the extensive role he 
played in creating the relationship between Atmel and GI/M, it is appar- 
ent that GI/M’s dealings with Atmel are also, in substance, dealings 
with George Perlegos. His ownership and control of Atmel and his per- 
sonal guarantees to GI/M were crucial to the joint venture between the 
two corporations. 


23 atmel has not appealed the decision that it was estopped. 
24Because GI/M is estopped to challenge the validity of the ’394 patent, we do not consider GI/M’s argument that 
claim 2 of the ’394 patent was proven invalid. 
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The evidence further shows that the dealings and relationship be- 
tween Atmel and GI/M were extensive. Among other things, Atmel 
transferred many of its EPROM designs and processes to GI/M. Deci- 
sion at 24-25. The Atmel-GI/M venture led to the creation of some of the 
allegedly infringing EPROMs which are the subject of this investiga- 
tion. Decision at 24. As part of the agreement, Atmel promised to devote 
“100%” of George Perlegos’ time to the venture for an entire year. ID at 
16. George Perlegos personally went to Korea to find a company to act as 
a foundry to produce EPROMs for GI/M and selected Hyundai Electron- 
ics Industries Co., Ltd. (Hyundai), where GI/M’s allegedly infringing 
chips were eventually made. ID at 17. Interestingly, the agreement with 
Hyundai even named Atmel as a “subsidiary” of GI/M. ID at 17. 

Moreover, there was a financial relationship between the corpora- 
tions. The ALJ found that “Atmel was completely dependent on [GI/M] 
for financing,” ID at 17, while the Commission noted that GI/M person- 
nel served on Atmel’s board of directors and that GI/M owned Atmel 
stock. Decision at 24. Finally, not only did George Perlegos personally 
promise to indemnify GI/M, his brother Gust Perlegos, an executive and 
major shareholder at Atmel, also executed an identification in favor of 
GI/M. ID at 16. 

In spite of these facts, the Commission concluded that George Per- 
legos and GI/M did not possess an “identity of interests,” and thus GI/M 
was not estopped. The Commission’s test is unduly restrictive for an 
equitable doctrine.25 We have said that privity depends on the closeness 
of the relationship based on a balancing of the equities. As this court 
stated in Shamrock Technologies: 


Privity, like the doctrine of assignor estoppel itself, is determined 
upon a balance of the equities. If an inventor assigns his invention 
to his employer company A and leaves to join company B, whether B 
is in privity and thus bound by the doctrine will depend on the equi- 
ties dictated by the relationship between the inventor and company 
Bin light of the act of infringement. The closer that relationship, the 
more the equities will favor applying the doctrine to company B. 


Shamrock Technologies, 903 F.2d at 793, 14 USPQ2d at 1732 (emphasis 
added). 

The Commission based its finding of a lack of privity, in part, on the 
fact that “there is no evidence in the record to suggest that [GI/M] took 
part in that agreement in order to avail itself of infringing technology.” 
Decision at 24. While this may be true, such an illicit purpose is not nec- 
essary to conclude that there was privity between George Perlegos and 
GI/M. See Buckingham Prods. Co. v. McAleer Mfg. Co., 108 F.2d 192, 44 
USPQ 91 (6th Cir. 1939) (privity existed even though the corporation 
was not organized for the purpose of making use of the patented formu- 
lae). What is significant is whether the ultimate infringer availed itself 


25 Even under the Commission’s restrictive test, a review of all the facts, i.e., considering the joint venture between 
Atmel and GI/M and the relationship between the inventor and Atmel, as well as the relationship between the inventor 
and GI/M, indicates a substantial identity of interests. 
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of the inventor’s “knowledge and assistance” to conduct infringement. 
Shamrock Technologies, 903 F.2d at 794, 14 USPQ2d at 1733 (quoting 
Mellor v. Carroll, 141 F. 992, 994 (C.C.D. Mass. 1905) (privity between 
assignors and others who availed themselves of assignor’s knowledge 
and assistance to conduct infringement)); see also Climax Lock & Venti- 
lator Co. v. Ajax Hardware Mfg. Co., 192 F. 126 (W.D.N.Y. 1911) (privity 
between companies engaged in joint venture to manufacture and mar- 
ket the infringing product). GI/M unquestionably availed itself of the in- 
ventor’s, and Atmel’s, knowledge and assistance. The allegedly 
infringing EPROMs were the product of the Atmel-GI/M joint develop- 
ment program, and the services of George Perlegos were an important 
component of that program from its inception. Further, the indemnity 
agreement between George Perlegos and GI/M created a significant re- 
lationship between them. Such an indemnification agreement, in other 
cases, has alone been enough to find privity. See Urbain v. Knapp Bros. 
Mfg. Co., 217 F.2d 810 (6th Cir. 1954); Weyerhaeuser Timber Co. v. Bos- 
titch, Inc., 178 F. Supp. 757, 760-61 (D.R.I. 1959). That George Perlegos 
would take on such a liability demonstrates that he had considerable in- 
terest in GI/M’s contribution to the joint venture and its production of 
EPROMs. 

In view of (1) Atmel’s direct transfer of technology to GI/M, (2) George 
Perlegos’ continuous involvement in the joint development program, 
(3) George Perlegos’ (and his brother’s) indemnification of GI/M, and 
(4) GI/M’s financial involvement in Atmel and the joint development 
program, we must conclude that the balance of the equities requires a 
finding of privity between GI/M and George Perlegos. As the ALJ noted: 


The critical time to determine whether Perlegos was in privity with 
the other respondents was, when Perlegos and the respondents en- 
tered into the development agreement. It was at that time that GI 
acquired rights from Atmel and assumed obligations to Atmel, and, 
became subject to any impediments on Atmel’s ability to challenge 
the patents in issue. Atmel clearly was subject to the impediments 
preventing Perlegos from challenging the patents. 


ID at 16. 

Because of its privity with George Perlegos and Atmel, GI/M should 
not have been allowed to challenge the validity of the ’394 patent before 
the Commission. Thus, we affirm the Commission’s holding that claim 2 
of the ’394 patent was not invalid and deny GI/M’s appeal of that hold- 
ing. Further, because of our determination that GI/M was in privity 
with the inventor and was improperly permitted to contest the validity 
of the ’394 patent, the Commission’s holding that claim 1 of the ’394 pat- 
ent is invalid is vacated. 


2. Infringement of the 394 patent: 
The first and second claims in the ’394 patent read: 


1. An amplifier for sensing the binary state of a first MOS floating 
gate memory device comprising: 
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a line coupled to said first device; 

a first biasing means coupled to said line for charging said line 
to a first potential when said first device is in one binary state 
and for preventing said line from dropping below a second po- 
tential when said first device is in its other binary state; 


asecond floating gate memory device substantially identical to 
said first device for providing a reference load; 

a biasing circuit coupled to said second device for biasing said 
second device at a predetermined level; 

a second biasing means coupled to said second device for pro- 
viding a reference potential; comparator means for comparing 
potentials, said comparator means coupled to said line and cou- 
pled to receive said reference potential; whereby said amplifier 
senses said binary state of said first device and is quickly able to 
again sense the binary state of said first device since said line is 
prevented from discharging by said first biasing means. 


2. The amplifier defined by claim 1 wherein said first and second 
biasing means are substantially identical circuits. 


There was no substantive prosecution history of the ’394 patent; the 
claims were allowed as filed. ID at 149. 

As previously noted, the invention In the ’394 patent is directed to cir- 
cuitry designed for increasing the speed at which the memory cells of an 
EPROM can be “read.” Typically, a number of memory cells in an 
EPROM are coupled to a common sensing amplifier through a charged 
column line. At any given time the column line is coupled to, and at- 
tempts to read, a single cell. The column line remains charged if it is cou- 
pled to a memory cell which is nonconductive, whereas the column line 
is discharged if it is coupled to a memory cell which is conductive. The 
individual binary cells are “read” when the charge on the column line is 
sensed to determine the state of the cell. The time for each “read cycle” 
can be decreased by holding the charge on the column line to a relatively 
small voltage swing. In this way the column line requires less time to be 
recharged after it is connected to a conductive cell. Accomplishing this 
desirable effect requires (1) an accurate method of keeping a very nar- 
row swing in voltage on the column line, and (2) a method of testing or 
sensing the column line for very small changes in voltage. 

The 394 patent discloses a circuit for charging the column line to one 
level (charged state) and for preventing it from dropping below another 
level (discharged state) when the column line is coupled to a conductive 
memory cell. The circuit disclosed in the specification uses two transis- 
tors with a specified threshold difference between them to set specific 
upper and lower voltage swings. ID at 166. As soon as the column line 
voltage drops from the initial value by 0.1 volt, a transistor provides ex- 
tra current to the column line, preventing the line from dropping more 
than another 0.1 volt. 

The ’394 patent also discloses a second circuit, which is biased at a 
predetermined level to be used as a reference point. This second line is 
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compared with the column line to determine the binary state of the par- 
ticular cell to which the latter is coupled. This method of testing the col- 
umn line is called “balanced sensing.” ID at 155. In claim 2 of the ’394 
patent, substantially identical circuits are on the memory side and on 
the reference side. The specification showed these circuits to be identi- 
cal. 

The ALJ interpreted the term “first biasing means” narrowly and 
limited it to the two-transistor method disclosed in the specification. 
She declined to interpret the claim to allow any equivalent structure to 
the described biasing means. Cf. 35 U.S.C. § 112, paragraph 6 (1988). 
She further noted that if the claims were construed to cover the column 
biasing circuits used in the accused EPROMs those claims would read 
on the column biasing circuits disclosed in a prior art Intel patent, Pat- 
ent No. 4,094,012 (012). The ALJ also found that, if the claims were 
read to encompass any other biasing circuits, the claims would be unen- 
forceable due to Intel’s inequitable conduct in not revealing the exis- 
tence of the ’108 patent to the PTO. ID at 173. 

The Commission rejected the ALJ’s narrow construction of the 
means-plus-function limitation in claims 1 and 2. Decision at 58. The 
Commission also concluded that the limitation in claim 2 “that the first 
and second biasing means are substantially identical circuits” was not 
taught or suggested in the prior art. Moreover, the Commission held 
that, because the ALJ did not find that Intel intended to mislead the 
PTO, inequitable conduct had not been established, citing Kingsdown 
Medical Consultants, Ltd. v. Hollister, Inc., 863 F.2d 867, 876, 9 
USPQ2d 1384, 1392 (Fed. Cir. 1988) (partially in banc). Decision at 62. 
Based on these conclusions, the Commission found that the 27C512 
EPROM26 literally infringed claim 2 of the ’394 patent. 

Both GI/M and Atmel challenge the Commission’s infringement find- 
ing. The determination of literal infringement is a question of fact, 
Moleculon Research Corp. v. CBS, Inc., 793 F.2d 1261, 1269-70, 229 
USPQ 805, 811 (Fed. Cir. 1986), as is the determination of equivalent 
structure under 35 U.S.C. § 112, paragraph 6, D.ML_I., Inc. v. Deere & 
Co., 755 F.2d 1570, 1575, 225 USPQ 236, 239 (Fed. Cir. 1985). 

The claims of the ’394 patent include means-plus-function limita- 
tions. Interpretation of such limitations is governed by 35 U.S.C. § 112, 
paragraph 6. To meet a means-plus-function limitation literally, an ac- 
cused device must (1) perform the identical function claimed for the 
means element, and (2) perform that function using the structure dis- 
closed in the specification or an equivalent structure. Pennwalt, 833 
F.2d at 934, 4 USPQ2d at 1739: see also Laitram Corp. v. Rexnord, Inc., 
___F.2d__, 19 USPQ2d 1367, 1369-70 (Fed. Cir. 1991); Durango As- 
socs., Inc. v. Reflange, Inc., 843 F.2d 1349, 1357, 6 USPQ2d 1290, 1295 
(Fed. Cir. 1988). Atmel and GI/M contend that the accused device does 
not perform the identical function and, in any event, does not have 


26 The parties agree that Atmel’s 27C512 EPROM is representative of all the accused EPROMs except the 27C256. 
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structure that is equivalent to the structure disclosed in the specifica- 
tion of the ’394 patent. 

a. Consistent with the claim language, the Commission stated that 
“(t]he function of the first biasing means [of the claims of the ’394 pat- 
ent] is to charge the memory cell column line to a first potential * * * and 
to prevent that column line from dropping below a second potential” 
and to “maintain[] the voltage swing across the column line within a 
small limited range.” Decision at 67-68. After considering the 27C512’s 
first biasing means, and expert testimony, the Commission found that 
the functions of the biasing means specified in the claim and the accused 
devices were “identical.” Decision at 68. 

Atmel and GI/M contend that the first biasing means in the allegedly 
infringing 27C512 EPROM has only one function, i.e., “quieting” the 
column line after the voltage fluctuates from reading a memory cell. The 
asserted difference is merely semantic. The 27C512 circuit “quiets” the 
line by keeping it charged at or near a specific potential, and this is done 
to prevent the charge on the line from dropping any more than neces- 
sary. ID at 176-177. Although the biasing means specified in the claim 
hasan indicated “low” potential, while the 27C512 does not, this distinc- 
tion is irrelevant. The first biasing means limitation of the claim was not 
for the purpose of assisting the column to reach a low potential; it was to 
limit the decrease in voltage, just as the biasing means on the 27C512 
device’s circuit limits the decrease in voltage. Atmel and GI/M have 
failed to show that the Commission’s conclusion that the first biasing 
means limitation reads on the 27C512 EPROM is not supported by sub- 
stantial evidence. SSIH, 718 F. 2d at 371-72, 218 USPQ at 684. 

b. Next, we consider whether the structure used in accomplishing the 
biasing function in the 27C512 EPROM is equivalent to the structure 
described in the specification of the ’394 patent. Atmel and GI/M urge 
that the Commission improperly construed the claims of the ’394 patent 
in view of the specification and the prior art. They argue that a finding of 
equivalency of structure under section 112, paragraph 6, cannot be 
made if prior art is considered. To support their argument they cite 
Lemelson v. United States, 752 F.2d 1538, 224 USPQ 526 (Fed. Cir. 
1985), ZMI Corp. v. Cardiac Resuscitator Corp., 844 F.2d 1576, 6 USPQ 
1557 (Fed. Cir. 1988), Texas Instruments v. United States Int’l Trade 
Comm’n, 805 F.2d 1558, 231 USPQ 833, 5 Fed. Cir. (T) 32 (Fed. Cir. 
1986), Loctite, 781 F.2d 861, 228 USPQ 90, and ACS Hosp. Sys., Inc. v. 
Montefiore Hosp., 732 F.2d 1572, 221 USPQ 929 (Fed. Cir. 1984). 

Lemelson, ZMI, ACS, and Loctite are inapposite because they do not 
involve means-plus-function claim limitations. Clearly, Atmel and 
GI/M have confused equivalence under the doctrine of equivalents with 
equivalent structure under section 112, paragraph 6. As this court 
stated in D.M_I., 755 F.2d at 1575, 225 USPQ at 239: 


Thus the word “equivalent” in § 112 should not be confused, as it 
apparently was here, with the “doctrine of equivalents.” In apply- 
ing the doctrine of equivalents, the fact finder must determine the 
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range of equivalents to which the claimed invention is entitled, in 
light of the prosecution history, the pioneer-non-pioneer status of 
the invention, and the prior art. It must then be determined 
whether the entirety of the accused device or process is so “substan- 
tially the same thing, used in substantially the same way, to achieve 
substantially the same result” as to fall within that range. Graver 
Tank & Mfg. Co. v. Linde Air Products Co., 339 U.S. 605, 610, 85 
USPQ 328, 330 (1950). In applying the “means plus function” para- 
graph of § 112, however, the sole question is whether the single 
means in the accused device which performs the function stated in 
the claim is the same as or an equivalent of the corresponding struc- 
bs described in the patentee’s specification as performing that 
unction. 


See also Data Line Corp. v. Micro Technologies, Inc., 813 F.2d 1196, 
1201, 1 USPQ2d 2052, 2055 (Fed. Cir. 1987). 

In Johnston v. Ivac Corp., 885 F.2d 1574, 1580, 12 USPQ2d 1382, 
1386-87 (Fed. Cir. 1989), this court also noted that section 112, para- 
graph 6, operates to limit a claim from every possible means to those 
which are “equivalent.” 


Properly understood section 112 paragraph 6 operates more like 
the reverse doctrine of equivalents than the doctrine of equivalents 
because it restricts the scope of the literal claim language. 
Id. See also Pennwalt, 833 F.2d at 934, 4 USPQ2d at 1739 (“section 112, 
paragraph 6, rules out the possibility that any and every means which 
performs the function specification the claim /iterally satisfies that limi- 
tation” (emphasis in original)). 

It is not necessary to consider the prior art in applying section 112, 
paragraph 6. Even if the prior art discloses the same or an equivalent 
structure, the claim will not be limited in scope thereby. It is only neces- 
sary to determine what is an equivalent to the structure disclosed in the 
specification which is performing the function at issue. When the prior 
art is considered in the context of the doctrine of equivalents, however, 
the purpose is to ensure that the patent holder does not obtain a broader 
right to exclude under that doctrine than could have been obtained from 
the patent office. See Wilson Sporting Goods Co. v. David Geoffrey and 
Assocs., 904 F.2d 677, 14 USPQ2d 1942 (Fed. Cir. 1990). Although un- 
der the doctrine of equivalents prior art restricts the extent to which 
patent protection can be equitably extended beyond the claims to cover 
an accused device, the policies underlying that concept are not served by 
restricting claim limitations in the same manner. Claim limitations 
may, and often do, read on the prior art, particularly in combination pat- 
ents. 

That all elements of an invention may have been old (the normal 
situation), or some old and some new, or all new, is however, simply 
irrelevant. Virtually all inventions are combinations and virtually 
all are combinations of old elements. 
Environmental Designs, Ltd. v. Union Oil Co., 713 F.2d 691, 698, 218 
USPQ 865, 870 (Fed. Cir. 1983). 
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Thus, under section 112, paragraph 6, the aids for determining a 
structural equivalent to the structure disclosed in the patent specifica- 
tion are the same as those used in interpreting any other type of claim 
language, namely, the specification, the prosecution history, other 
claims in the patent, and expert testimony. See, e.g., Symbol Technolo- 
gies, Inc. v. Opticon Inc., 935 F.2d 1569, 19 USPQ2d 1241 (Fed. Cir. 
1991); King Instrument, 767 F.2d at 862, 226 USPQ at 408; Palumbo v. 
Don-Joy Co., 762 F.2d 969, 975, 226 USPQ 5, 8 (Fed. Cir. 1985); ef. 
McGill Inc. v. John Zink Co., 736 F.2d 666, 221 USPQ 944 (Fed. Cir. 
1984). 

In Texas Instruments this court suggested, in dicta, that there might 
be some similarities between the equivalence analysis under section 
112, paragraph 6, and the application of the doctrine of equivalents. See 
Texas Instruments, 805 F.2d at 1569-71, 231 USPQ at 839-41. That 
case did not suggest, however, that the prior art should be considered in 
determining literal satisfaction of a means-plus-function claim limita- 
tion. 

Atmel and GI/M also contend that their means of controlling the volt- 
age level on the column line is not structurally equivalent to that de- 
scribed in the ’394 patent. The Commission reversed the ALJ’s finding 
of non-infringement on the grounds that she had improperly limited the 
“column biasing means” to the precise two-transistor method disclosed 
in the specification of the ’394 patent and did not consider equivalents to 
that structure. 

The broadest definition of a “biasing” circuit is any circuit that places 
another circuit “in some condition.” ID at 184. The 27C512 uses a tran- 
sistor in conjunction with a negative feedback circuit to limit the voltage 
swings on the column line. Thus, the accused device clearly has a “bias- 
ing” means. 

The Commission found: 


Both the claimed and the accused circuits use MOS transistors * * * 


to pull up the column line voltage as it begins to drop and to keep the 
column line voltage at a minimum level so that the capacitance as- 
sociated with it does not discharge. 


Decision at 69. The Commission found even less difference between the 
second biasing means on the claimed and accused devices. 
The accused reference cell column biasing circuit differs from the 
claimed reference cell column biasing circuit only in the sizes and 
number of the load transistors. 


Decision at 69. Finally, the Commission, agreeing with the ALJ, found 
that the accused device met the limitation in claim 2, i.e., that the first 
and second biasing circuits in the device are “substantially identical cir- 
cuits.” 

Atmel and GI/M offer little to overcome these findings. The main 
thrust of their argument here mirrors their argument regarding identi- 
cal function presented above. GI/M, for example, argues “nothing in the 
accused circuit can establish a second, lower voltage below which the 
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column is prevented from falling” and contends that “the Commission 
overlooked these clear distinctions.” While GI/M’s argument points to 
distinctions that may be clear, the Commission did not find them to be 
significant. Atmel contends that the first and second biasing circuits on 
the 27C512 are not substantially similar because the ’394 uses a sepa- 
rate biasing circuit to set the “dummy” cell at a voltage lower than that 
which drives the memory cells, whereas the reference cell on the 27C512 
is set to a predetermined level by a separate word line. There was expert 
testimony offered by both sides on these alleged distinctions, and we 
cannot say that the Commission’s findings were not supported by sub- 
stantial evidence. Under section 112, paragraph 6, the means used by 
the accused and claimed devices need not be identical, merely equiva- 
lent. 

We conclude that the Commission’s findings of infringement of claim 
2 of the ’394 patent must be affirmed. 


IV 


In Texas Instruments, Inc. v. United States Intl Trade Comm’n, 871 
F.2d 1054, 10 USPQ2d 1257 Fed. Cir. 1989), we considered whether it 
was necessary to review the Commission’s decision on the validity and 
infringement of a patent, after the Commission’s exclusion order was 
found to be fully supported by other, more recently issued patents. As in 
the case before us, the Texas Instruments court was considering a lim- 
ited exclusion order, directed solely at the parties before it. It concluded: 

The Commission’s exclusion order is directed only to the Samsung 

DRAM’s involved in this litigation and that order is sustainable on 

the basis of the ’701 patent. There is thus no occasion for us to de- 

cide the question of infringement of the ’764 patent. We shall there- 

fore vacate the Commission’s determination that the Samsung 

DRAMs do not infringe claims 16, 17, and 19 of the latter patent. 
Id. at 1067, 10 USPQ2d at 1267. The court also refused to consider the 
validity and enforceability of another patent since such consideration 
was unnecessary to support the exclusion order. Jd. at 1063-64, 10 
USPQ2d at 1264. The Commission’s determinations relating to these is- 
sues were therefore vacated. [d.27 

Following the teaching of Texas Instruments, we have considered the 
questions involving the most recently issued Intel patents in the reverse 
order of their issue dates. The issues resolved above fully support the 
scope and duration of the Commission’s exclusion order and its cease 
and desist orders against Atmel and GI/M. We therefore do not need to 
consider the remaining infringement and validity issues presented by 
the parties in the three consolidated appeals. Accordingly, we vacate the 
remaining portions of the Commission’s determinations that have been 
appealed. 


27 But see SSIH Equip. S.A. v. United States Int’l Trade Comm’n, 718 F.2d 365, 370 n.8, 218 USPQ 68, 683-84 n.8, 1 
Fed. Cir. (T) 90, 94 n.8 (Fed. Cir. 1983), where this court stated, in dictum, that “[b]y practice, the Commission issues 
exclusion orders covering several independent bases for exclusion of goods rather than separate exclusion orders for 
each. The multiple based approach was taken here in that goods infringing any one of the claims were excluded. Thus, in 
practical effect, the June 19 order may be thought of as separate orders on each claim.” (Emphasis in original). 
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To summarize our conclusions: 

In Atmel’s appeal, No. 89-1476, the Commission’s determination 
that the Intel/Sanyo agreement did not cover Atmel’s EPROMs is af- 
firmed. The Commission’s determinations that Atmel’s “old” 51 Series 
EPROMs infringed the ’084 patent, its 64K, 512K, and 256K EPROMs 
infringed the ’050 patent, its 64K, 51 Series, and 1024K EPROMs in- 
fringed claim 2 of the ’394 patent, and that those patents were not 
proven invalid, are also affirmed. The Commission’s exclusion and cease 
and desist orders are affirmed to the extent consistent with our determi- 
nations. 

In GI/M’s appeal, No. 89-1534, the commission’s determination that 
GI/M’s “old” 51 Series EPROMs infringed the ’084 patent, its 256K and 
51 Series infringed the ’050 patent, and its 51 Series infringed claim 2 of 
the ’394 patent, and that those patents had not been proven invalid, are 
affirmed. We reverse the Commission’s conclusion that GI/M was not 
estopped from challenging the 394 patent’s validity. The Commission’s 
determinations that GI/M has not proven the 189 patent invalid and 
that GI/M infringed that patent are vacated. The Commission’s orders 
with respect to GI/M are modified by deleting references to the ’189 pat- 
ent and are otherwise affirmed to the extent consistent with our deter- 
minations. 

In Intel’s appeal, No. 89-1459, we vacate the Commission’s determi- 
nation that claim 1 of the ’394 patent is invalid. We also vacate the com- 
mission’s determinations that neither Atmel nor GI/M infringed the 


°255 and ’108 patents. Intel’s appeal of these Commission determina- 
tions is dismissed. 


Costs 
Each party shall bear its own costs. 


AFFIRMED-IN-PART, REVERSED-IN-PART, AND 
VACATED-IN-PART 
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OPINION 


REstTANI, Judge: This case is before the court on plaintiffs’ motion for 
judgment on the agency record. Plaintiffs, representatives of United 
States fresh cut flower producers, contend that in its second remand de- 
termination, issued on April 1, 1991, the Department of Commerce 
(“Commerce”) violated this court’s instructions contained in the re- 
mand order and issued a final negative countervailing duty determina- 
tion that is not supported by substantial evidence on the record and is 
contrary to law. For the reasons set forth in the following paragraphs, 
the court finds that Commerce’s determination is supported by substan- 
tial evidence of record and is in accordance with law. 


BACKGROUND 


I. The statutory framework: 


For almost a century, United States tariff laws have provided for the 
imposition of countervailing duties in certain cases where foreign pro- 
ducers have received,a bounty or grant, and hence an unfair competitive 
advantage, in the form of a subsidy from their government. See gener- 
ally Zenith Radio Corp. v. United States, 437 U.S. 443 (1978). In theory, 
countervailing duties subordinate immediate consumer welfare (con- 
sumers would naturally prefer the lower prices attached to the good) to 
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the overall health of the economy (unsubsidized domestic firms may be 
unable to compete with subsidized foreign firms). Under United States 
law, Commerce may impose countervailing duties upon imported mer- 
chandise if it determines that a foreign nation is providing, directly or 
indirectly, a subsidy with respect to the manufacture, production, or ex- 
portation ofa class or kind of merchandise imported, or sold for impor- 
tation, into the United States.1 

A central issue in countervailing duty law involves the definition of a 
“bounty” or “grant.”2 In the case of domestic subsidies (those not con- 
tingent on exportation of the product), the law requires that some sort of 
benefit be conferred upon a “specific enterprise or industry or group of 
enterprises or industries” before countervailing duties may be assessed. 
See 19U.S.C. § 1677(5) (1988). It is this last requirement, that of benefit 
to a specific enterprise or industry or group of enterprises or industries, 
which has proved to be a focal point for litigation in the countervailing 
duty area. 

Before case law forced a change, Commerce adhered to the position 
that benefits generally available to a wide range of enterprises or indus- 
tries were not countervailable. In Cabot Corp. v. United States, 9 CIT 
489, 620 F. Supp. 722 (1985), appeal dismissed, 788 F.2d 1539, 1544 
(1986 (Cabot I), the court rejected Commerce’s rule, holding that gener- 
ally available benefits might indeed constitute specific grants upon spe- 
cific identifiable enterprises or industries if in fact they were bestowed 
in such a manner so as to benefit only specific identifiable enterprises or 


industries. In 1988, Congress codified the holding in Cabot I by way of a 
“Special rule” added in the Omnibus Trade and Competitiveness Act. 


the underlying petition in this case was filed under section 303 et seq. of the Tariff Act of 1930, as amended, 19 

U.S.C. §§ 1303 et seq. (1988), Which provides in part as follows: 
[W]henever any country * * * shall pay or bestow, directly or indirectly, any bounty or grant upon the manufacture 
or production or export of any article or merchandise manufactured or produced in such country * * * then upon 
the importation of such article or merchandise into the United States * * * there shall be levied and paid, in all such 
cases, in addition to any duties otherwise imposed, a duty equal to the net amount of such bounty or grant, however 
the same be paid or bestowed. 
19 U.S.C. § 1303(a)(1) (1988). No injury determination is required under this provision in contrast to section 701 of the 
Tariff Act of 1930, as amended by the Trade and Tariff Act of 1984, 19 U.S.C. § 1671(a)(2). 

Because of the interrelationship of section 1303 and 19 U.S.C. § 1677, see PPG Industries, Inc. v. United States, 928 
F.2d 1568, 1570 n.2 and accompanying text (Fed. Cir. 1991); Roses, Inc. v. United States,14CIT___,__, 743 F. Supp. 
870, 874-75 (1990), the following provision of section 1677(5) is also relevant: 

The term “subsidy” has the same meaning as the term “bounty or grant” as that term is used in section 1303 of 
this title, and includes, but is not limited to, the following: 


(i) Any export subsidy described in Annex A to the Agreement (relating to illustrative list of export subsidies). 
(ii) The following domestic subsidies, if provided or required by government action to a specific enterprise or indus- 


try, or group of enterprises or industries, whether publicly or privately owned, and whether paid or bestowed di- 
rectly or indirectly on the manufacture, production, or export of any class or kind of merchandise: 


(I) The provision of capital, loans, or loan guarantees on terms inconsistent with commercial considerations. 
(ID The provision of goods or services at preferential rates. 
(III) The grant of funds or forgiveness of debt to cover operating losses sustained by a specific industry. 


(IV) The assumption of any costs or expenses of manufacture, production, or distribution. 


2 Congressional refusal to define the words “bounty” or “grant” leads to the conclusion that Congress intended Com- 
merce to exercise wide latitude in making its determination on this issue. See PPG, 928 F.2d at 1572 (citing authority). 
Commerce has held the following, inter alia, to be subsidies: capital grants, loan guarantees, loans to uncreditworthy 
companies, preferential loans, and preferential financing. R. Sturm, Customs Law and Administration § 58.2 at 51 
(1990). 
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See House Comm. on Ways and Means, Trade and International Eco- 
nomic Policy Reform Act of 1987, H. Rep. No. 40 (Part I), 100th Cong., 
1st Sess. 123 (1987). See also Roses, Inc. v. United States, 14 CIT 743 F. 
Supp. 870, 876-77 (1990). 

Therefore, the appropriate standard now focuses “on the de facto case 
by case effect of benefits provided to recipients rather than on the nomi- 
nal availability of benefits.” Cabot Corp. v. United States, 12 CIT 664, 
674, 694, F. Supp. 949, 957 (1988) (Cabot ID); see also Roses, 743 F. Supp. 
at 879 (citing Saudi Iron and Steel Co. (Hadeed) v. United States, 11 CIT 
880, 884, 675 F. Supp. 1362, 1367 (1987)). Recently, in PPG Industries, 
Inc. v. United States, 928 F. 2d 1568 (Fed. Cir. 1991), the Federal Circuit 
sustained Commerce’s conclusion that a foreign government’s ex- 
change risk program and natural gas subsidy program did not target 
specific companies because they were in fact used by a wide variety of 
industries. Id. at 1577-79. The court found that the existence of eligibil- 
ity requirements per se does not suffice to denote a specific class, al- 
though the requirements, if narrowly tailored, may operate in ade facto 
manner to benefit a specific industry or group of industries. The court 
continued to adhere to the principle that the statute requires a case by 
case analysis to determine whether there has been a bestowal of benefits 
upon a specific class, i.e., it remains paramount that a discrete class of 
beneficiaries exist.3 


II. The factual background: 
On April 16, 1984, Commerce published its final negative countervail- 


ing duty determination in the Investigation of Certain Fresh Cut Flow- 
ers from Mexico, 49 Fed. Reg. 15007 (1984).4 In this determination, 
Commerce found that no benefits constituting bounties or grants were 
being provided to producers or exporters of fresh cut flowers in Mexico. 

One of the programs found not to be countervailable was the Funds 
Established with Relationship to Agriculture (“FIRA”).5 The FIRA pro- 
gram consists of three trusts which are administered by the Bank of 
Mexico. These trusts provide short- and long-term financing, loan guar- 


3The appellate court in PPG was not in accordance over the proper specificity test to be applied by Commerce and 
there is some question as to the extent of the controlling effect of the single-judge opinion. See PPG, 928 F.2d at 1580 
(Michel, J., dissenting). Writing for the majority, but in an opinion not joined in by any other member of the panel, Chief 
Judge Nies stated that the proper test is twofold. First, if the domestic subsidy is, by its terms, given to a particular 
enterprise or industry, it is automatically countervailable. Second, if by its terms the benefit appears to be nominally 
generally available to all industries, the benefit is countervailable if, in its application, the program results in a subsidy 
to aspecific enterprise or industry. Various factors are considered in applying this test including: (1) the extent to which 
a foreign government acts to limit the availability of a program; (2) the number of enterprises or industries which actu- 
ally use a program; and (3) the extent of government discretion over the availability of the program. Id. at 1576. 

In his dissent, Judge Michel stated that the proper post-Cabot inquiry involves two different steps. First, the benefits 
must be specific, quantifiable, and traceable to specific identifiable entities or a specific class. Second, the subsidy must 
amount to an additional benefit or competitive advantage. Id. at 1581. 

In spite of the difference in description of the proper test, both the majority and the dissent in PPG voice support for 
Cabot I and the de facto analysis necessary to determine whether there has been a bestowal upon a specific class, an 
approach which this court has followed consistently. Furthermore, if the test set forth by Chief Judge Nies is control- 
ling and if it differs from the one set forth in the remand order issued in this action, such a test is not more advantageous 
to plaintiffs. Thus, no remand is necessary for application of a test different from that ordered previously in this matter. 


4In Roses, 743 F. Supp. at 871-73, this court set forth in detail the events leading up to Commerce’s final negative 
determination. 


5 The FIRA program is described in this court’s previous opinion. See Roses, 743 F. Supp. at 872-73. 
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antees, and technical support for the producing firms. The purpose of 
FIRA is to develop and support Mexican agriculture, especially small ag- 
ricultural producers. FIRA provides support for basic foods, fishing and 
forestry industries, producers of agricultural tools, feed, and a variety of 
processed and canned products. One exporter of fresh cut flowers, 
Florex, received a FIRA loan during the period of the investigation. 

In its final determination, Commerce found that during the period of 
investigation FIRA did not confer an export bounty or grant because it 
did not operate, and was not intended, to stimulate export over domestic 
sales. FIRA financing was not offered contingent upon export perform- 
ance and, in fact, was given primarily to non-exporting producers. Com- 
merce’s determination of no domestic subsidy was based on its finding 
that FIRA loans were not targeted to any specific enterprise or industry, 
or group of enterprises or industries. This finding was based on Com- 
merce’s conclusion that agriculture was more than a specific industry or 
group of industries and the FIRA program was generally available to, 
and used by, wide-ranging and diverse industries. 

Following plaintiffs’ judicial challenge to this final determination, 
this court issued an opinion, Roses, 743 F. Supp. 870, remanding the 
case to Commerce for further consideration as to the domestic subsidy 
determination. Jd. at 881. In accordance with this court’s opinions in 
PPG and subsequent cases, the court stated that the appropriate test 
should have been “whether a competitive advantage in fact was be- 
stowed in a specific enterprise or industry, or a group thereof, by the pro- 
gram at issue.” Id. at 879. The court specifically ordered Commerce to 
perform further investigation and to “focus on whether an advantage in 
international commerce has been bestowed on a discrete class of grant- 
ees despite nominal availability, program grouping, or the absolute 
number of grantee companies or “industries.”” Jd. at 881. 

Accordingly, Commerce re-evaluated its determination and issued its 
initial remand results on October 1, 1990. Commerce concluded that 
“(bloth de jure and de facto analyses lead to the conclusion that the 
FIRA program did not provide a subsidy, or a bounty or grant, to a spe- 
cific enterprise or industry, or group of enterprises or industries.” Re- 
mand Document (“Remand Doc.”) 4 at 6.6 Finding that the FIRA 
program had a single set of policy objectives and maintained a unitary 
administrative structure, Commerce reiterated its earlier conclusion 
that the program was designed to foster the development of agriculture 
in general. Remand Doc. 4 at 13. Accordingly, Commerce affirmed its 
earlier determination. 

On October 26, 1990, this court held a hearing to discuss the results of 
the remand determination. At the hearing the court stressed that the 
actual effects of the program must be assessed. The court stated that 
Commerce does not perform a proper de facto analysis if it merely looks 


6 The “Remand Documents” are those filed with the Clerk of this Court to accompany the second remand determina- 
tion. 
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at the number of companies that receive benefits under the program; 
the discretionary aspects of the program must be!considered from the 
outset. See Transcript of October 26, 1990 Hearing at 20, 32-33. 

Following the hearing, the court issued an order, Roses, Inc. v. United 
States, No. 84-05-00632, (CIT Oct. 26, 1990) (“remand order”), in 
which it directed Commerce to reexamine the issue of countervailability 
anew. The court again stated that countervailability must be assessed 
despite nominal availability of benefits under the program, program 
grouping, or the absolute number of grantees under the program. Spe- 
cifically, the court instructed Commerce to “examine the levels of dis- 
cretion employed in bestowing benefits both within the horticulture 
section and in comparison with other FIRA units,” and “examine the 
policies behind loans both within the horticultural section and in com- 
parison with other FIRA units.” Jd. Commerce should, the court stated, 
focus on determining whether a discrete class of grantees is subsidized. 
The court explained that although FIRA’s general objectives may be 
uniform and its administration centralized, it might still operate to 
benefit discrete classes of grantees because of varying policies and broad 
discretionary authority. 

In order to re-evaluate the issue of countervailability, Commerce sent 
a lengthy questionnaire to the Government of Mexico in which it re- 
quested additional information on the FIRA program, the amount of 
discretion involved in administering the funds, and other relevant infor- 
mation. On December 27, 1990, the Government of Mexico submitted 
answers to the questionnaire. Commerce sent a supplemental question- 
naire, to which the Government of Mexico responded. 

On February 8, 1991, Commerce issued la draft of its remand results 
and provided for submission of comments. After reviewing the com- 
ments of the various parties, Commerce verified the questionnaire re- 
sponses and then again requested comments from all interested parties. 

On April 1, 1991, Commerce issued its second remand determination. 
Once again Commerce concluded that the FIRA program was not coun- 
tervailable. Remand Doc. 28 at 15-16. This time, however, Commerce 
carefully analyzed the policy behind the loans given to Florex and other 
FIRA beneficiaries and the level of discretion employed in approving a 
FIRA loan application. Commerce found that the record indicated that 
no section on ornamental horticulture ever existed, and therefore, Com- 
merce focused its inquiry on FIRA’s general loan policies and the level of 
discretion in the loan process generally. Commerce concluded that there 
was no policy of specifically assisting flower growers and that the levels 
of discretion employed during the application process for a FIRA loan 
depended primarily upon the amount of the loan. The FIRA program, in 
fact, was found not to target flower growers specifically, and therefore, 
was not found countervailable as a domestic subsidy. 


DISCUSSION 


Plaintiffs appeal Commerce’s second remand determination arguing: 
(1) Commerce disobeyed this court’s instructions by failing to inquire 
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about the competitive advantage derived from the benefit; (2) Com- 
merce’s determination that flower growers were not a discrete class of 
grantees was unsupported by substantial evidence and contrary to law; 
and (3) Commerce erroneously assumed that agriculture was not a dis- 
crete class. Each of these arguments will be discussed in turn.7 


I. Commerce followed this court’s instructions: 


Plaintiffs argue that this court’s opinion in Roses, and the remand or- 
der following Commerce’s first remand determination directed Com- 
merce to determine whether an advantage had been bestowed, and did 
not permit Commerce to limit its inquiry to the issue of whether a dis- 
crete class of recipients existed. In other words, plaintiffs argue for an 
analysis of the benefit conferred (a comparison of the cost of FIRA fi- 
nancing with the cost of commercial financing) and an analysis of the 
competitive advantage received. 

In support, plaintiffs cite to the second remand determination 
wherein Commerce stated: “Given that the Department has determined 
that the FIRA program is not countervailable, the Department does not 
reach the issue regarding the selection of the proper commercial bench- 
mark.”8 Remand Doc. 28 at 18. The issue of the amount of benefit re- 
ceived is not the same as the issue of whether the Mexican flower 
industry received industry-specific benefits (the de facto test). In mak- 
ing a countervailing duty determination, Commerce must inquire as to 
the benefits received by the enterprise or industry alleged to be the dis- 
crete class. Having found that Florex obtained a FIRA loan during the 
period of investigation, Commerce was obligated to address the issue of 
whether this benefit was in fact bestowed on a discrete class. Commerce 
made this determination. 

On the other hand, determination of the benchmark issue would en- 
able Commerce, if there were a countervailable subsidy, to calculate the 
exact amount of the benefit received by each grantee. To force Com- 
merce to calculate this amount if the program at issue is non-counter- 
vailable would impose a needless expense and waste the agency’s time. 
Commerce did not violate the court’s order by deferring the benchmark 
issue. 

Plaintiffs also contend that Commerce was required in its counter- 
vailability determination to inquire into the competitive advantage de- 
rived from the benefit, i.e., the effect upon international commerce of 
any FIRA benefit. While this is a general concern and information on 
this issue may assist Commerce in its determination, it does not provide 
a useful bright-line test. The problem with plaintiffs’ contention is that 
United States trade laws are not aimed at protecting United States in- 
dustry from every competitive advantage afforded by governmental ac- 


7 Plaintiffs presented oral argument after the second remand to the effect that the one FIRA loan toa flower growing 
company benefited a specific enterprise (Florex). FIRA loans are made to numerous, diverse enterprises. In any case, 
this argument was not pursued throughout the various stages of this case, and is deemed abandoned. 


The “benchmark” is the commercial rate which is compared with the FIRA rate in order to determine the amount of 
the benefit. 
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tion. See Roses, 743 F. Supp. at 876. Furthermore, precise assessment of 
whether there is a competitive advantage may be extremely difficult ina 
particular case. 

The court’s remand order required a finding as to specificity. Com- 
merce complied with the order. 


II. Commerce’s determination that Mexican flower growers are not 
to discrete class of FIRA beneficiaries is supported by substantial 
evidence on the record: 


In this court’s remand order, the court directed Commerce to examine 
both general FIRA policies and those of the “FIRA horticulture section.” 
In the second remand determination, however, Commerce found that 
no “Section for Ornamental Horticulture” existed. Remand Doc. 28 at 
n.6 and accompanying text. Commerce, therefore, responded to this 
court’s instructions by analyzing the general level of discretion em- 
ployed in the approval process of FIRA loans and examining the loan 
policies overall. If Commerce’s factual finding of the nonexistence of the 
horticulture section is supported by substantial evidence, its methodol- 
ogy is also acceptable. Plaintiffs, however, dispute the finding that no 
specific horticulture section existed, and contend further that the Gov- 
ernment of Mexico did target flower growers as a discrete class of benefi- 
ciaries. 

Apart from its importance to choice of methodology, the nonexistence 
of a horticulture section, while not necessarily determinative, would be 
some evidence that loans through the FIRA program were not provided 
specifically to flower growers as a domestic subsidy by the Government 
of Mexico. The evidence on this issue is ambiguous. A 1981 FIRA bulle- 
tin suggested that a horticulture section was created on March 28, 1977, 
and reported that the section was an important part of the Division of 
Agriculture.9 The Government of Mexico explained that creation of the 
section was only a project and “does not mean it was carried out by 
FIRA.” See Remand Doc. 8 at 4. The Government of Mexico also claimed 
that no product-specific sections existed within FIRA. Commerce re- 
quested further information regarding this matter and was informed 
that for a section to have been created, FIRA’s “Technical Committees” 
must have approved its creation and this approval did not take Place. 
Remand Doc. 15 at 9. Accordingly, the Government of Mexico re- 
sponded, “FIRA never had the cited department.” Jd. 

Commerce based its finding that such a section did not exist on both 
the responses of the Government of Mexico and its examination of the 
FIRA organizational charts (charts that were regularly maintained and 
used internally by the FIRA administration). It is entirely possible that 
the 1981 bulletin mentioned a section on ornamental horticulture in 
more of an aspirational sense, merely assuming that such a section 


9 The FIRA program consists of three trusts, all served by a single general administrative structure. A Director Gen- 
eral heads the structure; under the Director General is a group of “subdirections.” Within each subdirection are divi- 
sions. The Agricultural Division falls under the Projects and Assistance Evaluation Technical Subdirection. If a horti- 
culture section existed, it would be within the Agricultural Division. 
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would be created. It is also possible that such a action was created, but 
never functioned because it was not approved by the FIRA Technical 
Committees as required. The answer of the Government of Mexico is not 
clearly at odds with the other information of record. Accordingly, there 
is substantial record evidence for Commerce’s finding that no horticul- 
ture section exists. 

As indicated, even without the existence of a separate section, the 
FIRA program could function in a way that would specifically benefit 
the flower industry. Accordingly, Commerce analyzed the policies be- 
hind FIRA loans and the levels of discretion employed in actually be- 
stowing benefits, that is, granting loans. First, Commerce noted that the 
overall purpose of FIRA is to assist any producer involved in the produc- 
tion of agricultural, forestry, or fishery goods. Commerce verified that 
essentially the same criteria were used to evaluate all loan applications; 
the primary criterion was the possibility that the project will be a com- 
mercial success. Second, Commerce found that the level of FIRA partici- 
pation in the evaluation ofa loan application depended upon the amount 
of the loan. Nonetheless, basic evaluation was a commercial bank func- 
tion and even on the larger loans FIRA performed an approval function, 
not a basis analysis function. Thus, Commerce concluded there is only a 
remote possibility that FIRA officials could exercise discretion in such a 
way as to benefit a specific class such as flower growers. 

Commerce obtained no evidence that the FIRA program functioned in 
such a way that one might conclude it was simply an administrative 
grouping of a number of specific programs. Rather, FIRA appears to be 
an overall program with limited discretion available for government de- 
cision-making as to the program’s application. Thus, the court finds 
substantial evidence to support Commerce’s finding that the FIRA pro- 
gram did not benefit the flower industry as a discrete class of grantees. 
Ill. Commerce correctly assumed that agriculture and the related 

agricultural activities did not constitute an “industry” or “group of 
industries”: 

Although plaintiffs raised the issue of whether a program available to 
all of agriculture19 that actually bestowed benefits, without impermissi- 
ble variation, on numerous types of agricultural enterprises was coun- 
tervailable this was not the focus of the hearing prior to the second 
remand and was not the specific subject of either remand order. Rather 
than addressing the issue of whether this argument was abandoned be- 
cause it was not addressed specifically by plaintiffs after receipt of the 
proposed second remand decision or whether the issue was resolved in 
defendant’s favor prior to remand, the court will address it now.11 

Plaintiffs claim that even if FIRA operated more or less uniformly to 
benefit all of Mexican agriculture, an affirmative countervailing deter- 


10 See Plaintiff Roses, Inc. Brief in Support of Motion for Judgment on Agency Record, dated March 29, 1985, at 
29-36; Remand Doc. 2 at 2. 
; i The parties appear to agree that whether agriculture and related enterprises constitute an “industry” is a legal 
issue. 
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mination must result because such a program is sufficiently specific. De- 
fendant claims that Commerce has consistently held that agriculture is 
not an industry or group of industries, but is a sector of the economy. 
Thus, according to defendant, ifa program’s specificity is as broad as the 
agricultural sector, the program is not countervailable. See e.g. Final 
Negative Countervailing Duty Determination; Fresh Asparagus From 
Mexico, 48 Fed. Reg. 21618, 21621 (1983) (“we consider the agricultural 
sector to constitute more than a single group of industries within the 
meaning of the Act”). Commerce has stated its position as follows: “[a] 
program that is limited to the agricultural sector does not necessarily 
result in a finding of specificity. (citations omitted) However, an agricul- 
tural program may be deemed specific if, for example, benefits under the 
program are limited to, or provided disproportionately to, producers of 
particular agricultural products.” Countervailing Duties; Notice of Pro- 
posed Rulemaking, 54 Fed. Reg. 23366, 23368 (1989). 

Plaintiffs claim Commerce has acted inconsistently in this regard. 
They cite the countervailability of benefits directed to the fishing or for- 
estry industry. See Final Affirmative Countervailing Duty Determina- 
tion; Certain Fresh Atlantic Groundfish From Canada, 51 Fed. Reg. 
10041 (1986); Final Negative Countervailing Duty Determinations; Cer- 
tain Softwood Products From Canada, 48 Fed. Reg. 24159 (1983). These 
decisions, however, are not instructive. Fishing and Forestry are more 
product-specific than agriculture as a whole. Fishing and forestry con- 
stitute only a part of FIRA’s “agricultural” coverage. They do not define 
“agriculture.” 

Plaintiffs also argue that since subsidies provided on a regional basis 
have been found countervailable, by analogy a program benefiting all of 
agriculture should be countervailable. Subsidies which benefit a specific 
geography region have been found to be countervailable by both Com- 
merce and this court. See e.g. Final Affirmative Countervailing Duty De- 
termination: Fresh, Chilled, and Frozen Pork from Canada, 54 Fed. Reg. 
30774, 30780 (1989) (under “Ontario Farm Tax Rebate Program,” On- 
tario residents may receive rebates for owning and paying taxes on eligi- 
ble farm property; program found to be “limited to enterprises or 
industries located in a specific region within the province” and thus, 
countervailable); see also Hercules, Inc., v. United States, 11 CIT 710, 
735, 673 F. Supp. 454, 476 (1987) (“It is clear from the case law, the term 
“subsidy” has been interpreted to include regional preference programs 
as countervailable subsidies.”). In cases involving region-specific subsi- 
dies there is an industry grouping of a totally different nature than that 
at issue here. The focused nature of a benefit bestowed upon a specific 
geographical region renders it too different from a benefit offered to all 
of the agricultural sector to provide a useful analogy. Moreover, as the 
court has emphasized in the past, it is not the sheer number of the 
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enterprises receiving benefits that dictates whether or not a program is 
countervailable.12 

Commerce’s determination that a group composed of all of agricul- 
ture, that is, whatever is not services or manufacturing, is not within the 
meaning of the statutory words “industry or group of industries” is a 
reasonable interpretation of the statute. While there is room for debate 
on the meaning of the statutory words, Commerce’s interpretation is 
within the realm of acceptable definitions. 


CONCLUSION 


It does not appear either that Commerce disobeyed this court’s in- 
structions by failing to inquire into the precise nature of the competitive 
advantage derived from the benefit bestowed by the Government of 
Mexico on Florex, or that Commerce’s determination that flower grow- 
ers were not a discrete class of grantees was unsupported by substantial 
evidence and contrary to law. As to the issue of whether Commerce erro- 
neously failed to find countervailability because it does not define “in- 
dustry or industries” to encompass the entire agricultural sector of the 
Mexican economy, the court finds Commerce’s application of the gov- 
erning statute reasonable. Accordingly, the court finds that Com- 
merce’s second remand determination is based on substantial evidence 
and is in accordance with law. Plaintiffs’ motion for judgment on the 
agency record is hereby denied. 


(Slip Op. 91-85) 


Hartoc Foops INTERNATIONAL INC., PLAINTIFF UV. 
UNITED STATES, DEFENDANT 


Court No. 87-07-00789 


OPINION 


Plaintiff prosecutes this action under 28 U.S.C. § 1581(a) to contest the classification by 
the Customs Service of certain merchandise imported by plaintiff. Customs classified the 
merchandise under Items 152.42, 152.88, and 152.78, respectively, of the Tariff Schedules 
of the United States as fruit pulps. Plaintiff argues that the merchandise is properly classi- 
fiable under Item 165.55 as fruit juice concentrates. 

Held: The thirty-two Brix concentrated apricot, peach and pear products are concen- 
trated fruit juices, used for beverage purposes, and are properly classified under TSUS 
Item 165.55. 


12 Chief Judge Nies’ opinion in PPG indicates absolute number is but one factor to be considered. See PPG, 928 F.2d 
at 1576-77. Thus, absolute number would be a dubious basis upon which to base completely a negative countervailing 
duty determination. If the relevant language in the PPG opinion does not control, see supra, note 3, this factor presents 
even greater problems. 
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BACKGROUND 
MuscraveE, Judge: Plaintiff Hartog Foods International (“Hartog”) 
imported apricot, peach and pear concentrate from 1984 until 1986. The 
merchandise was invoiced as “32 Brix”! “apricot [or peach or pear] con- 
centrate” or “apricot [or peach or pear] puree concentrate,” with or 
without other qualifying language. The products so imported shall be 
referred to collectively as “the concentrated fruits.” Customs classified 
the merchandise under the following Items in Schedule 1, Part 9 of the 
TSUS: 
Subpart C.—Fruit Flours, Peels, Pastes, Pulps, Jellies, Jams, 
Marmalades and Butters 
* * * * * * * 
Fruit pastes and fruit pulps: 


* * * * 


152.42 — Apricot 13.8% ad val. 


* * * * 


152.78 — Pear 15% ad val. 


* * * 


152.88 — Other 15% ad val. 


The Item under which plaintiff argues the merchandise is properly clas- 
sifiable, in Part 12 of Schedule 1, reads as follows: 


Subpart A.— Fruit Juices 


Fruit juices, including mixed fruit juices, concentrated or not 
concentrated, whether or not sweetened: 


Not mixed and not containing over 1 percent of ethyl alcohol by 
volume: 
* * * * 


165.55 — Other 3 ¢ per gallon. 


Plaintiff first argues that the merchandise is commonly classified in 
the fruit and beverage industry as fruit juice concentrate, not as fruit 
pulp. At trial, several of plaintiffs witnesses supported that position. 
Second, plaintiff argues that even assuming, arguendo, that the mer- 
chandise may properly be classified under either of the two proposed 
categories, the items under which Customs classified the merchandise 


1 The “Brix” rating is a measurement of the percentage of the total product weight made up of sugar. 
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are eo nomine provisions; that the item proposed by plaintiff is a use 
classification; and that a use classification is preferable to an eo nomine 
classification. 

The concentrated fruits are the result of an eight-step process: 

1. The various fruits are washed and scrubbed to eliminate rot and 
large debris. 

2. The pits are withdrawn from the fruit. 

3. The fruits are forced through a fine mesh screen to eliminate pit 
fragments, skin particles, and other, smaller debris. 

4. The fruits are screened again through a finer mesh to reduce the 
particle size and quantity of the fruit fiber. 

5. The fruits are introduced into stage one of the evaporator. 

6. The fruits, now concentrated to a measure of approximately twenty 
Brix, are next introduced to the second stage of the evaporator, which 
raises the degree of concentration to thirty-two Brix. 

7. Next. the concentrated fruits are introduced into a “wiping film tu- 
bular heat exchanger” which heats the concentrated fruits to between 
185 and 195 degrees, thereby deactivating any enzymes and sterilizing 
the product. 

8. Finally, the concentrated fruits are de-aerated to minimize oxida- 
tion due to trapped air, and the concentrate is introduced into an aseptic 
system for packaging, commonly known as the Scholle system. 

The resulting concentrated product is commonly used as an ingredi- 
ent in the preparation of fruit nectars, which are sweetened juice drinks. 
Plaintiff asserts that it is also used in various fruit juices, which list it on 
ingredient labels as fruit concentrates. The government argues that la- 
bel descriptions notwithstanding, the concentrated fruits are fruit 
pulps. The question presented is whether, in their form after the eighth 
processing stage, the concentrated fruits were properly classified as 
fruit pulps or whether they should have been classified as concentrated 
fruit juices. 


Standard of Review: 


Customs’ classifications of imported items, including their constitu- 
ent elements and the facts necessary to classifications are presumed to 
be correct. The presumption is rebuttable and the party challenging the 
classification has the burden of proving it is incorrect. 28 U.S.C. 
§ 2639(a)(1) (1991). Stewart-Warner Corp. v. United States, 748 F.2d 
663, 665 (1984); Gleeson v. United States, 58 CCPA 17, 21, 432 F.2d 
1403, 1406 (1970). Generally, the terminology comprising the TSUS 
Classification Items is construed in accordance with its common and 
commercial meanings, which are presumed to be the same. Meyer & 
Lange v. United States, 6 Ct. Cust. App. 181, 182 (1911); Nippon Kogaku 
(USA), Inc. v. United States, 69 CCPA 89, 92, 673 F.2d 380, 382 (1982). 
Because the tariff acts were originally designed as a source of revenue, 
their classification categories were phrased “according to the general 
usage and known denominations of trade.” Two Hundred Chests of Tea, 
22 U.S. (9 Wheat.) 430, 438, 6 L. Ed. 128, 130 (1824). Thus, the language 
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of the TSUS generally must be interpreted in accordance with its mean- 
ing and use in the relevant commerce and trade. 

The Court must consider whether the government’s classification is 
correct, both independently and in comparison with the alternative pro- 
posed by the importer. Jarvis Clarke v. United States, 733 F.2d 873, 878 
(Fed. Cir. 1984). When a plaintiff successfully rebuts the presumption of 
correctness attaching to the challenged classification, the Court may re- 
mand for reclassification by the Customs Service, or determine the 
proper classification itself. Jarvis, 733 F.2d at 878. 

The evidence: 

At trial, plaintiff presented six witnesses, several of whom partici- 
pated in the development of the modern processes for producing concen- 
trated fruit juices. All of plaintiff's witnesses stated that they had been 
involved in various respects with the merchandise at issue in this action, 
and that they were substantially familiar with its nature, commercial 
designation, and use. They agreed that the concentrated fruits and re- 
ferred to in the industry as “concentrate,” specifically, as apricot, peach, 
and pear concentrate, sometimes with the variation “puree concen- 
trate.” They testified that this thirty-two Brix concentrate has long 
been the standard ingredient in juices and nectars made from those 
three fruits in the United States, and that the overwhelming majority of 
the concentrate is used for that purpose. All of plaintiff's witnesses 
stated that the concentrates are concentrated from puree, and that the 
puree is a juice. Several were asked whether the concentrate or the un- 
concentrated fruit puree is a pulp and testified that it is not. According 
to their testimony, the word “pulp” refers to either an early, non-liquid 
stage of the processing or to the insoluble fiber and other solids that are 
removed during the processing. Exhibits and testimony indicated that 
during processing the pulp is transformed into a puree by forcing it 
through successively finer screens which remove insoluble fibrous ma- 
terial (or pulp) and progressively reduce the volume of the fruits. The 
puree becomes “concentrate” when most remaining water is removed 
by evaporation. The witnesses testified that the concentrated fruits can 
be reconstituted to a “single-strength” juice or beverage by reintroduc- 
ing water to the concentrated form. 

Among plaintiff's exhibits were specifications submitted to plaintiff 
by companies seeking to purchase the merchandise, e.g., Exh. 14, and 
sales brochures of suppliers that described products like the concen- 
trated fruits and the production methods used. Exhs. 9, 11, & 20. Plain- 
tiff also introduced purchase orders and sales memoranda from actual 
sales of concentrated fruit merchandise. Exhs. 10, 15, & 16. Addition- 
ally, plaintiff introduced labels and containers from various retail juice 
products that plaintiff's witnesses testified contain substances identical 
to the disputed merchandise. Exhs. 20, 21, 22, 25, & 26. In almost all 
these documents the ingredient corresponding to the concentrated 
fruits is described as a “concentrate” of some kind — mostly, as either 
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“apricot [or peach or pear] concentrate” or as “puree concentrate.”2 For 
example, one of the retail juice product labels plaintiff introduced, Ger- 
ber apricot juice, listed “apricot juice, from concentrate” as an ingredi- 
ent. Exh. 13. Plaintiff's witnesses testified that the Gerber concentrate 
is substantially identical to the apricot product at issue. Tr. 13-14. 

Where exhibits did not describe the concentrated fruits as concen- 
trate, plaintiff's witnesses testified that the variant language neverthe- 
less described the imported merchandise. For example, exhibit 22, a 
label from Hawaiian Punch, contains the phrase “apricot puree”. Plain- 
tiff’s expert witness, Mr. G.A. Jackson, who worked as a chemist for the 
company that manufactures Hawaiian Punch, testified that the princi- 
pal fruit ingredient in the Hawaiian Punch drink was an uncon- 
centrated puree (he defined “puree” as a thick juice) before methods for 
producing concentrates were developed. When concentrates became 
available, at the beginning of the 1960s, they were substituted for the 
puree in Hawaiian Punch, according to the witness. Mr. Jackson stated 
that the phrase “apricot puree” remained on the label, but the phrase 
“with seven real fruit juices” was added, and that the apricot concen- 
trate content was included as one of the seven juices. Tr. 249-264. 

Mr. Jackson further testified that the terms puree and pulp are not 
used interchangeably in the fruit juice industry, Tr. 272-274 and that 
the thirty-two Brix product at issue is a concentrated juice and could not 
correctly be called a pulp. Tr. 265. He stated that in his experience the 
only commercial product called “pulp” is the insoluble material re- 
moved in the production process to prevent clogging of the processing 
equipment. Tr. 265, 267-268. He testified that the pulp is “worthless” 
and must either be disposed of as refuse or used as animal feed. Tr. 
267-268. Further, Mr. Jackson stated that all of the juice is gone from 
this pulp leaving only insoluble material or cellulose fiber. Conse- 
quently, he stated, it is impossible to obtain a concentrate or juice bever- 
age from such pulp. Tr. 265-270. 

Plaintiff's other witnesses stated that they knew of no commercially 
available product known as apricot, pear or peach pulp, and that the 
pulp removed in processing could be used as animal feed or discarded. 
E.g., written testimony of Mr. George Welch at p.12. One witness testi- 
fied that a product known as apricot pulp and consisting of macerated 
whole fruit was available in the past, but had not been available for 
many years at the time of trial. 

In summary, the plaintiffs witnesses, drawing on their extensive ex- 
perience in the industry, stated the following: The imported thirty-two 
Brix fruit products (as well as such products produced domestically) are 
widely recognized and referred to as “concentrate.” The products are 
concentrated fruit juices and are overwhelmingly used as the principal 
ingredient in fruit juices and fruit beverages (with a minority use in 
baby foods). While concentrate sometimes contains varying amounts of 


2 Witness Jack Hartog stated that plaintiff preferred and normally used the phrases “apricot”, “peach”, and “pear 
concentrate”, but in a minority of instances conformed to variations used by customers, such as “* * * nectar concen- 
trate” or “* * * puree concentrate”. Tr. at 4445. 
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pulp, it is not itself pulp, and pulp is not and can not be used to make 
fruit concentrates, juices, or beverages without processing it first into a 
puree or juice. 

Defendant called two experts at trial, one expert and one fact witness. 
Defendant’s expert witness, Dr. Daniel E. Carroll, Jr. is a professor of 
food science at North Carolina State University. Dr. Carroll testified 
that he has had extensive experience in grape juice and wine processing, 
but little or none involving apricots, or pears. Tr. 368. He has had some 
experience in peach processing, but none involving peach concentrate. 
Tr. 368. Dr. Carroll testified that he had examined a sample of the im- 
ported merchandise provided to him by defendant, and that on the basis 
of his “sensory analysis” of the concentrated fruits as well as his famili- 
arity with the relevant technical literature, he believed that after steps 
three or four of the eight-step production process, the concentrated 
fruits would be puree, and that after step six they become puree concen- 
trate. Tr. 323-326. According to his testimony, the concentrated fruits 
are not juices, and juices and purees are mutually exclusive. Tr. 336, 
345. He stated that he is uncomfortable with the word “pulp,” and that 
the term “puree” is more precise, but “pulp” has been used to describe 
the concentrated fruits. Tr. 334. As between “juice” or “pulp”, he would 
“probably side with ‘pulp’.” Tr. 334. He did not unequivocally state an 
opinion that the concentrated fruits are pulp, or are generally referred 
to as such. 

Defendant’s other witness, Mr. Gary Nichols, worked for the Food 
and Drug Administration (F.D.A.) after college and later for Goya 
Foods, Inc. in Puerto Rico and then for American Home Foods. He has 
since rejoined Goya where for the past seven years he has been its direc- 
tor of research and product development in Miami. Mr. Nichols testified 
principally with respect to several labels from Goya and other brand 
products introduced by defendant as exhibits. The Goya labels were 
from apricot, peach, and pear nectars produced by Goya. Exhs. Al, A4, 
and A8. Defendant’s counsel and Mr. Nichols pointed out that the ingre- 
dients in those products were listed on the labels as “pulp”. Tr. 434. Mr. 
Nichols stated that the company used that term on the advice of the 
F.D.A. and based on his understanding of F.D.A. guidelines, even 
though the company would have preferred to use other terminology. Tr. 
440-41. Several labels introduced from other brands also contained the 
ingredient term “pulp”, as well as various “juice” ingredients. Tr. 435. 
Mr. Nichols testified that the concentrated fruits were recognized by the 
industry as pulps, and that they are not juices. Tr. 438. Nevertheless, 
Mr. Nichols stated that the thirty-two Brix apricot product could be re- 
constituted into a juice. Tr. 481. 


ANALYSIS 
Common meaning: 


Tariff terms are to be construed in accordance with their common and 
commercial meanings, which are presumed to be the same. Nippon 
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Kogaku, 69 CCPA at 92, 673 F.2d 380, 382 (1982). What constitutes the 
common meaning of a term is a question of law and courts may consult 
dictionaries, lexicons, scientific authorities, and other reliable sources 
of information as an aid to their knowledge. C.J. Tower & Sons, Inc. v. 
United States, 69 CCPA 128, 133, 673 F.2d 1268, 1271 (1982). 

The Oxford English Dictionary (2d ed. 1989) defines “juice” princi- 
pally as, “1.a. The watery or liquid part of vegetables or fruits, which can 
be expressed or extracted; commonly containing the characteristic fla- 
vor and other properties.” Similarly, Webster’s Third New Interna- 
tional Dictionary (1981) defines it as, “1. the extractable fluid contents 
of plant cells or plant structures.” 

Oxford defines “pulp” in relevant part as, “1. The fleshy, succulent 
part of a fruit.” Webster’s defines it principally as, “1. a moist slightly 
cohering mass consisting of soft undissolved animal or vegetable mat- 
ter: as a (1): the soft succulent part of the fruit.” 

According to these common definitions the two substances appear to 
be distinct. Juice is characterized as liquid, which may be extracted; 
pulp as an undissolved fleshy mass. While the pulp of the intact whole 
fruit is succulent (i.e. it contains juice) it is undissolved and hence not a 
liquid. As in the whole fruit, both pulp and juice may be present in vary- 
ing proportions in a fruit preparation. 

This is consistent with the eight-step manufacturing process. The pit- 
ted and macerated whole fruit (as at the end of step two of the process) 
consists of both pulp and juice, but the fleshy, cohering mass of insoluble 
solids and juice is appropriately referred to as pulp. As the fruit is forced 
through successively finer screens, more of the fleshy insoluble solids 
are removed yielding a progressively more fluid product referred to by 
all of the witnesses as puree. 

The common and commercial descriptions of this preparation sub- 
stantially coincide: Oxford defines “puree” as, “A kind of broth or soup 
made of vegetables [or] fruit, boiled to a pulp and passed through a 
sieve,” and Webster’s, “1. a paste or thick liquid suspension of a food 
* * * wsu. produced by rubbing the cooked food through a sieve.” Thus 
“puree” refers to a preparation which is not intrinsically either juice or 
pulp, but may contain both in unspecified proportion. 

While the particular concentrated puree products at issue contain 
pulp, they are not themselves pulp in the common sense of the word. In 
fact, pulp is removed in the production process. The production of puree 
begins with a pulp of the whole fruit, and extracts the juice along with a 
certain amount of pulp. Rather than an undissolved Cohering mass, the 
puree prior to concentration (at the end of step four) is a liquid consist- 
ing of juice and finely divided pulp in suspension. It does not fall within 
the common meaning of “pulp.” Removing water, heating and packag- 
ing the puree increases its viscosity but does not change it into pulp. 

Moreover, the evidence sustains the conclusion that the concentrated 
fruits at issue are “concentrated juices” within the common meaning of 
that phrase. Unquestionably, the unconcentrated purees are liquids ex- 
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tracted from the fruits containing the characteristic flavors, together 
with the additional pulpy property of the fruits. The common meaning 
of “juice” does not require that the juice be classified; juices may and 
often do contain pulp. The Court concludes that common meaning of 
“juices” encompasses the purees at issue immediately prior to concen- 
tration and that the concentrates may be reconstituted into juices. The 
concentrated fruits are thus concentrated juices. 


Commercial meaning: 


Where it is affirmatively established that a tariff term had a meaning 
in trade or commerce different from the common meaning at the time it 
was enacted into law, and that the commercial meaning was uniform, 
definite, and general, such meaning will be adopted unless a contrary 
intention of Congress is clearly manifested. Cadwalader v. Zeh, 151 U.S. 
171, 176 (1894); Florsheim Shoe Company v. United States, 71 Cust. Ct. 
187, 190, C.D. 4495 (1973). Such commercial designation is a question of 
fact to be established in each case. Daniel Green Shoe Co. v. United 
States, 58 Cust, Ct. 7, 14, C.D. 2868, 262 F. Supp. 375 (1967). The princi- 
pal source of evidence that a commercial meaning of a term was definite, 
uniform and general throughout the wholesale trade in the United 
States is testimony of those persons who actually deal in or are conver- 
sant with the wholesale trade in which the merchandise travels and the 
designation it receives therein. Florsheim, 71 Cust. Ct. at 191. Plaintiff 
has amply established a commercial meaning of the term concentrate 
that encompasses the merchandise at issue. Plaintiff's witnesses have 
hundreds of years of cumulative experience in the fruit juice industry, 
several as pioneers in modern production methods. Most also hold ad- 
vanced degrees in relevant scientific areas. The companies that they 
have worked with are substantially representative of the U.S. juice in- 
dustry. Under oath those experts unanimously testified that as used in 
industry the term fruit or puree “concentrate” describes the merchan- 
dise imported by plaintiff and “pulp” does not. 

The many commercial documents introduced by plaintiff, from major 
buyers, sellers and suppliers in the juice industry all pertained to mer- 
chandise identical to or commercially interchangeable with plaintiff's 
imported merchandise, and regularly refer to the concentrated fruits as 
“concentrate” of one type or another. Such documentary evidence from 
daily commerce in the merchandise is especially probative in discerning 
the commercial usage within the juice industry. 

The government’s evidence at trial did not establish that the concen- 
trated fruits are definitely, uniformly and generally referred to as pulp 
in the wholesale trade in the United States. The government’s expert 
witness, Dr. Carroll, testified that he has “trouble” with the word 
“pulp,” because he has seen it used in many different ways. The govern- 
ment’s trade witness, Mr. Nichols, stated on cross-examination that he 
considered Libby’s use of the word “concentrate” to describe the con- 
centrated fruits on nectar ingredient labels to be accurate. Tr. 456-57. 
Mr. Nichol’s employer, Goya Foods, purchases most of the apricot and 
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peach concentrate it uses in Latin America, not the United States. Tr. 
430. Mr. Nichol’s understanding of the use of the term “pulp” was based 
upon its use by Latin American suppliers, who invoice peach concen- 
trate, for example, as “pulpa de melocoton.” Tr. 437-438. Several wit- 
nesses testified that the word “pulpa” has a meaning in Spanish that 
might be somewhat different from the related word “pulp” in English. 
E.g., Tr. 152. In this regard, Mr. Nichols admitted that his contact with 
the previous and current purchasing managers at Goya has been “mini- 
mal”, and “certainly, the limited discussions, it’s something that’s al- 
ways been called ‘pulp’ in Puerto Rico.” Tr. 455. 

The Goya labels which refer principally to “pulp,” are unconvincing 
for additional reasons. It was generally agreed by witnesses for both 
sides that Goya is not a dominant force in the U.S. juice or nectar mar- 
ket. E.g., Tr. 447. Mr. Nichols admitted as much, and stated that Libby is 
the predominant force in the U.S., while most other individual members 
have approximately the same market share as Goya. Tr. 447. Plaintiffs 
exhibits showed that Libby and other companies listed the concentrated 
fruits as “concentrate”. 

Finally, as to defendant’s other exhibits, which contain neither the 
terms “pulp” nor “concentrate”, it is most plausible that the term 
“juice” used on those labels refers to the subject merchandise when re- 
constituted. Based on the other factors just discussed, as between the 
two terms, “concentrate” clearly is the more likely and appropriate 
counterpart to that “juice” ingredient than “pulp”. 

The definite, uniform and general commercial designation of the con- 
centrated fruits as “concentrate” in the United States’ juice industry 
contrasts sharply with the occasional and inconsistent reference to the 
concentrated fruits as “pulp.” The Court concludes that the concen- 
trated fruits are not commercially designated as “pulp.” The commer- 
cial designation of the concentrated fruits as “concentrate” is consistent 
with the Court’s earlier conclusion that the products are concentrated 
fruit juices in the common meaning of the phrase. Plaintiff has rebutted 
the presumption that the Customs Service classification is correct. The 
proper classification of the apricot, pear and peach concentrate is TSUS 
item 165.55. 


Use us. eo nomine provisions: 


Even assuming, arguendo, that the concentrated fruits are equally 
amenable to classification as either juice or pulp, general rules of con- 
struction applicable to the Tariff Schedules require that it be classified 
as concentrated juice. It is a long recognized rule of construction for tar- 
iff classification that when an article is described in more than one para- 
graph or item of a tariff act, it is to be classified under the provision 
which most specifically describes it. United States v. Simon Saw & Steel 
Co., 51 CCPA 33, 40, C.A.D. 834 (1964); TSUS Interpretive Rule 10(c). 
Applying this principle, it has been held as a general rule that where one 
tariff item is an eo nomine provision, describing the concentrated fruits 
by name, and another, equally applicable item describes it by use, the 
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use provision will prevail. E.g., Pressner & Co. v. United States, 42 
CCPA 48, 49-50 (1954). 

Item 165.55, under which plaintiff seeks to have its merchandise clas- 
sified, clearly is a “use” provision: Schedule 1, Part 12, Headnote 1 pro- 
vides for classification within that part only of products “fit for use as 
beverages or for beverage purposes.” Uncontroverted evidence estab- 
lishes that the overwhelming majority of the concentrated fruits are 
used to prepare beverages. Items 152.42, 152.78, and 152.88, under 
which defendant classified the merchandise are eo nomine provisions 
covering merely apricot, pear and “other” fruit pulps. Even if these lat- 
ter three provisions could be said also to encompass the subject mer- 
chandise, the item contended for by plaintiff must prevail as a “use” 
provision. 


CONCLUSION 
For the foregoing reasons, the Court finds that the merchandise at is- 
sue in this action is more properly classifiable under the TSUS Item 
165.55 claimed by plaintiff than those Items under which defendant 
classified the merchandise. Accordingly, defendant is ordered to reclas- 
sify the merchandise in accordance with the terms of this opinion. 


(Slip Op. 91-86) 


Pope Propucts, DIvIsION OF PUREX, PLAINTIFF UV. 
UNITED STATES, DEFENDANT 


Court No. 89-05-00254 
[Defendant’s motion to dismiss granted.] 
(Dated September 18, 1991) 


Fitch, King & Caffenizis (Peter J. Fitch) for plaintiff. 

Stuart M. Gerson, Assistant Attorney General, Joseph I. Liebman, Attorney in Charge, 
International Trade Field Office, (Barbara M. Epstein) United States Department of Jus- 
tice, Civil Division, Commercial Litigation Branch; Deborah Rand, Assistant Regional 
Counsel, United States Customs Serve, of counsel, for defendant. 


OPINION 

REsTANI, Judge: Pursuant to the instructions contained in this court’s 
opinion in Pope Products, Division of Purex v. United States, 15 CIT 
___, Slip Op. 91-50 (June 18, 1991) (Pope), the parties in this case have 
filed supplemental briefs concerning jurisdiction under 28 U.S.C. 
§ 1581(i) and the statute of limitations set forth in 28 U.S.C. § 2636(h). 
For the reasons provided herein, the court finds that although residual 
subject matter jurisdiction over this type of action may exist, plaintiff's 
case is barred for statute of limitations reasons. Accordingly, defen- 
dant’s motion to dismiss is hereby granted. 
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BACKGROUND 

The factual background for this case is set forth in detail in this 
court’s earlier opinion. For the purposes of this opinion, the court notes 
that plaintiff, Pope Products, Division of Purex (“Pope”), seeks to re- 
cover $35,973.36 paid to the Customs Service (“Customs”) under a liqui- 
dated damages case. On April 21, 1982, Customs issued a notice and 
remand for liquidated damages to Pope. Opting for administrative re- 
view of its claims, Pope filed a petition for mitigation and then a supple- 
mental petition for mitigation. After both petitions were rejected, Pope 
voluntarily elected to file with Customs a second supplemental petition 
for mitigation, dated September 8, 1986. Pope tendered the monies 
sought with the second supplemental petition, pursuant to 19 C.F.R. 
§ 172.33(c)(1). The petition was denied by Customs on December 16, 
1987. 

Plaintiff instituted this action on May 10, 1989. The government 
moved to dismiss for want of jurisdiction alleging that only 28 U.S.C. 
§ 1581(a) (denial of protest jurisdiction) was applicable and that it was 
not invoked properly. The court found that plaintiff could have pro- 
tested neither the notice of the assessment of liquidated damages and 
the demand for payment, nor Customs’ denial of any of its petitions for 
mitigation. Accordingly, the court found no jurisdiction under 28 U.S.C. 
§ 1581(a). Pope, Slip op. at 2, 7-15. The court, recognizing the possibil- 
ity that jurisdiction might exist under 28 U.S.C. § 1581(i), requested the 
parties to brief this matter in greater detail. Id. at 18. 


ANALYSIS 
Section 1581(i) of Title 28, United States Code, provides for jurisdic- 
tion, in part, as follows: 


In addition to the jurisdiction conferred upon the Court of Inter- 
national Trade by subsections (a)-(h) of this section * * * the Court 
of International Trade shall have exclusive jurisdiction of any civil 
action commenced against the United States, its agencies, or its of- 
ficers, that arises out of any law of the United States providing for- 


(1) revenue from imports or tonnage; 
(2) tariffs, duties, fees, or other taxes on the importation of 
merchandise for reasons other than the raising of revenue; 
(3) embargoes or other quantitative restrictions on the impor- 
tation of merchandise for reasons other than the protection of 
the public health or safety; or 
(4) administration and enforcement with respect to matters re- 
ferred to in paragraphs (1)-(3) of this subsection and subjec- 
tions (a)-(h) of this section. 

28 U.S.C. § 1581(i) (1988). 

Plaintiff argues that since the case at bar involves merchandise con- 
sidered by Customs to have been restricted, and involves the interpreta- 
tion of a customs bond, § 1581(i)(4) jurisdiction exists under any one of 
three possibilities. Plaintiff argues that the case involves the admini- 
stration and enforcement with respect to laws involving: (1) “restricted 
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merchandise, entry requirements * * * or similar matters,” thereby es- 
tablishing jurisdiction under §$§ 1581(h)1 and 1581(i)(4); (2) “revenue 
from imports,” thus meeting the requirements for jurisdiction under 
§§ 1581(i)(1) and 1581(i)(4); and, (3) “tariffs, duties, fees, or other taxes 
on the importation of merchandise for reasons other than raising reve- 
nues,” thereby establishing jurisdiction under §§ 1581(i)(2) and 
1581(i)(4). 

The action brought by Pope has at its core Customs’ administration 
and enforcement of the laws dealing with importation of merchandise, 
specifically the laws governing entry of merchandise and liquidation of 
entries. These matters are the common grist of actions involving 28 
U.S.C. § 1581(i)(4) as it relates to sections 1581(i)(1) and 1581(i)(2). In 
National Bonded Warehouse, Ass’n, Inc. v. United States,13CIT___, 
706 F. Supp. 904 (1989), the court found jurisdiction under § 1581(i)(4) 
because the issuance of annual warehouse fees involved “import mat- 
ters,” but not matters which were protestable. 13 CIT at _, 706 F. 
Supp. at 907-08. In Old Republic Ins. Co. v. United States, 10 CIT 589, 
645 F. Supp. 943 (1986), the court found jurisdiction under sections 
1581(i) (1) and 1581(i)(2) because “[t]he thrust of plaintiff's complaint 
is a challenge to the collection of duties from a surety on an entry ina 
situation which calls for the proper application of a Customs regula- 
tion.” 10 CIT at 598, 645 F. Supp. at 952. Like Old Republic, this case is 
rooted in import matters and involves the interpretation of statutes and 
customs regulations relating to customs bonds, entry of merchandise 
and liquidation of entries, areas totally within this court’s Congres- 
sionally-delegated field of expertise.2 Although residual jurisdiction ap- 
pears likely, the statute’s wording is not particularly clear.3 The court, 
therefore, chooses to leave this issue unresolved and to assume that 28 
U.S.C. § 1581(i)(4) applies. This leads to the statute of limitations issue. 

Pursuant to 28 U.S.C. § 2636(h), an action which is brought under 
§ 1581(i) is barred unless brought “within two years after the cause of 
action first accrues.” The summons in this case was filed on May 10, 
1989. Plaintiff argues that the reviewable act is the assessment of the 
liquidated damages (April 21, 1982). Plaintiff contends, however, that 
the present cause of action “did not become ripe for adjudication until 


1 Section 1581(h) of Title 28 provides: 

The Court of International Trade shall have exclusive jurisdiction of any civil action commenced to review, prior to 
the importation of the goods involved, a ruling issued by the Secretary of the Treasury, or a refusal to issue or 
change such a ruling, relating to classification, valuation, rate of duty, marking, restricted merchandise, entry re- 
quirements, drawbacks, vessel repairs, or similar matters, but only if the party commencing the civil action dem- 
onstrates to the court that he would be irreparably harmed unless given an opportunity to obtain judicial review 
prior to such importation. 

28 U.S.C. § 1581(h) (1988). 

2 K Mart Corp. v. Cartier, Inc., et al, 485 U.S. 176 (1988) is distinguishable from this case. As this court has previously 
indicated, K Mart does not contain any language which would indicate that § 1581(i)(4) is narrower than it reads. See 
National Customs Brokers and Forwarders Ass’n of America v. United States,13CIT__,__, 723 F. Supp. 1511, 
1514 (1989) (citing Sharp Electronics Corp. v. United States,13CIT____, Slip Op. 89-129 (Sept. 13, 1989)). The instant 
case does not involve interpretation of laws, such as the trademark statutes involved in K Mart, over which district 
courts traditionally have had jurisdiction. 


3 tis clear that had plaintiff waited to be sued, this court would have had jurisdiction. See Pope, Slip Op. at 14 n.9 and 
accompanying text. 
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such time as the administrative agency rendered its final decision.” 
Plaintiff's Supplemental Brief at 9. In other words, plaintiff believes 
that running of the time for filing suit should be tolled until rejection of 
the second supplemental petition for mitigation on December 16, 1987. 
Defendant counters with the argument that the cause of action accrued 
with the initial assessment —the notice of liquidated damages—and 
may not be tolled because the second supplemental petition was an op- 
tional procedure. 

The parties appear to agree that the decision as to mitigation is non- 
reviewable. The correctness of the underlying assessment, and not the 
discretionary mitigation decision, is the crux of the dispute. Plaintiff's 
cause of action first accrued either at the date the assessment of liqui- 
dated damages was received or, at the very latest, when payment was 
made. See Old Republic, 645 F. Supp. at 952-53 (claim for reimburse- 
ment based on breach of contract accrued when payment made). Plain- 
tiff paid the money owed on September 8, 1986, more than two years 
prior to the filing of this suit. Thus, it is unnecessary to choose between 
these events. Some other event must commence the running of the time 
for filing suit or plaintiff's action must be dismissed. 

As indicated, plaintiff argues that the running of the statute of limita- 
tions should be tolled. This argument is without support in the statute. 
Plaintiff cites Old Republic, 645 F. Supp. 943, as support for the proposi- 
tion that the agency action does not become final, and thereby “ripe for 
adjudication,” until the importer has no further administrative re- 
course. Such reliance is misplaced. In Old Republic, the surety at- 
tempted to perfect jurisdiction under 28 U.S.C. § 1581(a) by paying a 
claim for duties.4 28 U.S.C. § 1581(a) jurisdiction was not perfected, but 
the court found jurisdiction pursuant to 28 U.S.C. § 1581(i) over an al- 
ternative claim based on breach of the customs bond contract. At 28 
U.S.C. § 1581(a) jurisdiction was never available here, the protest pro- 
cedure to which plaintiff refers was never a relevant event. 

Under certain circumstances, courts will toll the statute of limita- 
tions. See Farrell Lines, Inc. v. United States, 69 C.C.P.A. 1, 6, 657 F.2d 
1214, 1218 (1981) (statute of limitations tolled where plaintiff failed to 
file timely protest because both plaintiff and Customs were confused as 
to the proper procedures for administrative review); see also Irwin v. 
Veterans Admin., 498 U.S. , 111 S.Ct. 453 (1990). In Irwin, the Su- 
preme Court found no equitable tolling, and stated that equitable tolling 
is normally available only where plaintiff is induced by his adversary’s 
misconduct into missing the filing deadline or a defective pleading is 
filed during the statutory time period. 498 U.S. at , 1115S. Ct. at 
457-58. In Wally Packaging Inc. v. United States, 7 CIT 1: 19, 578 F. Supp. 
1408 (1984), in finding no tolling, the court stated that the statute of 
limitations may be tolled where administrative actions effectively pre- 
vent a plaintiff from filing a timely summons and tolling is consistent 


4The court in Old Republic noted “[w]hen its protest was denied * * *, plaintiff had to pay the demanded amount in 
order to bring an action under section 1581(a).” 645 F. Supp. at 952. 





U.S. COURT OF INTERNATIONAL TRADE 71 


with the legislative purpose of the statute of limitations. 7 CIT at 22,578 
F. Supp. at 1411. 

Assuming, arguendo, that the running of the statutory time limit may 
be tolled during certain types of administrative review proceedings, it is 
determinative that the final administrative petition in this case was a 
nonreviewable supplemental petition for mitigation and that judicial 
review was available prior to completion of this administrative step. If 
Congress had intended such optional procedures to toll the time for stat- 
ute of limitations purposes, it would have stated so expressly. Tolling of 
the statutory time period simply because a voluntary mitigation peti- 
tion is under consideration would be inconsistent with the statutory 
language and would defeat the purpose of the statute of limitations, that 
is, prompt resolution of these matters. All the facts and proceedings nec- 
essary to judicial review were in place long before the last mitigation de- 
cision was made. The government did nothing to prevent |the filing of a 
complaint. Moreover, nothing else induces this court to find that tolling 
applies in this case. All of the administrative actions occurred more than 
two years prior to commencement of this action, with the exception of 
the denial of the second supplemental petition for mitigation. Even if 
plaintiff was under the impression that the earlier proceedings war- 
ranted tolling, such proceedings concluded at too early a date to aid 
plaintiff. 


CONCLUSION 


This cause of action accrued more than two years prior to the com- 
mencement of this suit. The two year statute of limitations contained in 
28 U.S.C. § 2636(h) bars the action. As discussed, tolling of the statutory 
time period is not warranted. Accordingly, this case is dismissed as un- 
timely. 


(Slip Op. 91-87) 
ALBERT KAZANGIAN, PLAINTIFF v. NICHOLAS F. BrapDy, ET AL., DEFENDANTS 
Court No. 90-04-00206 
[License revocation determination remanded] 
(Dated September 18, 1991) 


Albert Kazangian, pro se. 

Stuart M. Gerson, Assistant Attorney General, Joseph I. Liebman, Attorney in Charge, 
International Trade Field Office, (Bruce N. Stratvert), United States Department of Jus- 
tice, Civil Division; Judith L. Altman, United States Customs Service, of counsel, for de- 
fendants. 


OPINION AND ORDER 
Restanl, Judge: Plaintiff, Albert Kazangian, brings this action chal- 
lenging the decision of the Department of the Treasury revoking his li- 
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cense as a customs broker. Plaintiff now moves, pro se, for judgment 
upon the agency record.1 Jurisdiction is based on 28 U.S.C. § 1581(g)(2) 
(1988). 


BACKGROUND 


The Secretary of the Treasury has authority to regulate the activities 
of customs brokers, and has issued regulations pertaining to their li- 
censing, duties and responsibilities. See 19 U.S.C. § 1641(f) (1988); 19 
C.F.R. §§ 111.0-111.96 (1991). The Secretary may institute disciplinary 
proceedings, and, following the prescribed notice and hearing, may im- 
pose a sanction including a fine, or suspension of revocation of the bro- 
ker’s license. 19 U.S.C. § 1641(d)(1)-12); 19 C.F.R. §§ 111.53-111.74. 
The Secretary’s decision may be appealed to this court. 19 U.S.C. 
§ 1641(e)(1). 

On August 22, 1988, the Regional Customs Commissioner gave Mr. 
Kazangian notice of intent to institute proceedings to revoke his license, 
and served him with a proposed statement of charges. Administrative 
Record Document No. (“A.R.”) 28; see 19 C.F.R. § 111.59(b). On Sep- 
tember 19, 1988, Mr. Kazangian responded to the proposed charges, 
A.R. 27; see 19 C.F.R. § 111.59(b); however, the Commissioner deter- 
mined his response was unsatisfactory, and a statement of charges was 
served on January 9, 1989. A.R. 22, 24, 25; see 19C.F.R. § 111.61. A hear- 
ing before an administrative law judge (“ALJ”) was conducted on March 
16 and March 17, 1989. A.R. 18; see 19 C.F.R. § 111.67(a). On June 30, 
1989, the ALJ issued a decision sustaining six of the nine charges, and 
recommending revocation of Mr. Kazangian’s license. A.R. 13 at 13-14. 
On January 4, 1990, the Assistant Secretary of the Treasury (“Secre- 
tary”) found the evidence sufficient to establish five charges, and 
adopted the ALJ’s decision to revoke Mr. Kazangian’s license.2 A.R. 6; 
see 19 C.F.R. §§ 111.69, 111.73. The effective date of the Secretary’s de- 
cision was March 5, 1990, but was later changed to May 15, 1990. A.R. 1. 
Mr. Kazangian filed an appeal on April 19, 1990.3 


Scope OF REVIEW AND STANDARD OF PROOF 


In reviewing the Secretary’s decision to revoke Mr. Kazangian’s li- 
cense, the court applies provisions of the Administrative Procedure Act. 
28 U.S.C. § 2640(d) (1988). Under that Act, the reviewing court shall set 
aside agency actions, findings and conclusions that are unsupported by 
substantial evidence, an abuse of discretion, or otherwise not in accor- 
dance with law. See 5 U.S.C. §§ 706(2)(A), 706(2)(E) (1988); Barnhart v. 
United States Treasury Dept., 9 CIT 287, 290-91, 613 F. Supp. 370, 


1 Originally, plaintiff filed this action pro se, then during the course of the proceedings retained an attorney. In a 
memorandum decision dated June 27, 1991, this court ordered plaintiff to file his Rule 56.1 motion within thirty days. 
See Kazangian v. Brady,15CIT__,__, Slip Op., 91-54 at 4 (June 27, 1991). In a letter to the court dated July 26, 
1991, plaintiff sought leave to file the motion pro se as his attorney had not made a motion within the specified time. 
Leave to file pro se was granted. 

2The Secretary found the evidence insufficient with respect to Charge II, and declined to adopt the ALJ’s findings as 
to this charge. A.R. 6 at 3-4. 


3The government has waived arguments concerning timeliness of the appeal. 
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373-74 (1985). The agency’s findings as to the facts are conclusive if 
supported by substantial evidence. 19 U.S.C. § 1641(e)(3). 

Generally, in administrative proceedings involving sanctions, includ- 
ing license revocations based on fraud, the standard of proof is “prepon- 
derance-of-the-evidence.” Steadman v. S.E.C., 450 U.S. 91, 102, 101 
S.Ct. 999, 1008 (1981); see 5 U.S.C. § 556(d). The ALJ did not announce 
the standard of proof; however, the Secretary applied a “clear and con- 
vincing” standard, at least as to some counts.4 A.R. 6 at 3, 5. No author- 
ity is cited for this standard. Plaintiff, of course, does not challenge the 
higher standard, and the court assumes for purposes of this stage of re- 
view that, even if the “preponderance-of-the-evidence” standard is ap- 
propriate, because the Secretary has discretion as to the range of 
penalties, he may invoke the higher standard in determining whether to 
revoke a license in a situation involving a charge of fraud. In any event, 
the choice as to the standard of proof does not impact the decision ren- 
dered today. 


DISCUSSION 


I 


Nine charges were brought against Mr. Kazangian. A.R. 22. One 
charge was withdrawn (Charge VIII); two charges were dismissed by the 
ALJ (Charges ITI and IX), and a third charge was dismissed by the Secre- 
tary (Charge II). A.R. 6 at 4; A.R. 13 at 9, 12. The remaining five charges 
and specifications (Charges I and IV-VII), and supporting evidence, are 


reviewed below. 

Charge I alleges a violation of 19 U.S.C. § 1641(d)(1)(F) and 19 C.F.R. 
5 111.53(f). These sections provide, in part, that it is a violation if the 
broker 


has, in the course of its customs business, with intent to defraud, in 
any manner willfully and knowingly deceived, [or] misled * * * any 
client * * *. 


19 U.S.C. § 1641(d)(1)(F); see also 19 C.F.R. § 111.53(f). The specifica- 
tion charges that Mr. Kazangian made entries on behalf of a client, 
Verkerke Reproductions U.S.A., Inc. (“Verkerke”), at a certain duty 
rate, paid duty at a lower rate or claimed privileges under the general- 
ized system of preferences,5 and failed to refund the difference to the cli- 
ent. A.R. 22. 

Beginning in November 1986, Customs conducted an audit of Car- 
gomate Customs Clearance, the sole proprietorship owned by Albert 


4Both the Secretary and the ALJ mention the “clear and convincing evidence” standard with respect to Charge II, 
which the Secretary dismissed. A.R. 6 at 4; A.R. 13 at 8. Charge II alleged a violation of 19 U.S.C. § 1641(d)(1)(C), 19 
C.F.R. § 111.53(c) and, by incorporation, 19 U.S.C. § 1592(a)(1)(A), concerning entry of merchandise into the United 
States through fraudulent or negligent means. The standard of proof in a 19 U.S.C. § 1592 civil penalty action based on 
fraud in this court is “clear and convincing evidence.” See 19 U.S.C. § 1592(e). Although this may account for the refer- 
ence to the “clear and convincing” standard with respect to Charge II, it does not account for the Secretary’s reference 
to it with respect to the other charges. See A.R. 6 at 3, 5. 

5 Under the generalized system of preferences, no duty is owed to Customs because the merchandise comes from a 
developing nation to which the United States gives a special preference. 
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Kazangian. A.R. 18 (“Tr”) at 26-27,-100.6 The audit revealed a system 
of double invoicing whereby during 1985 and 1986 Mr. Kazangian in- 
voiced the client, Verkerke, at a duty rate of twenty percent, then en- 
tered the merchandise at lower duty rates of between 3.1 and 6.1 
percent, or in some cases, free of duty. Tr. at 31-33. As evidence of this 
scheme, Customs relied on the auditor’s testimony, as well as a sum- 
mary chart,7 which indicated by entry number, the discrepancies be- 
tween the duty paid to Customs and billed to Verkerke, and showed that 
the client was overbilled a total of $78,642.50. Tr. at 34-35, 119. The gov- 
ernment also relied on the testimony of a Customs investigator who had 
interviewed three former employees and the current president of 
Verkerke.8 

In his defense, Mr. Kazangian testified that during 1984 he was con- 
tacted by Edward Albert, a Verkerke employee, with respect to importa- 
tion of vinyl bags. Tr. at 174, 176. He testified that Albert told him 
Verkerke had had problems in the past with classification of the bags be- 
cause no one knew the correct rate. Tr. at 176. To avoid further prob- 
lems, Mr. Kazangian agreed to enter the shipments under his own 
name, and bill Verkerke a flat duty rate of twenty percent; if Customs 
accepted the entries at a lower rate, Verkerke would receive a refund or 
credit at the end of the year. Tr. at 178-79. Mr. Kazangian testified that 
Albert told him to expect one shipment per month, but during 1985, the 
shipments came in almost every day and included a variety of styles. Tr. 
at 177. Mr. Kazangian testified that he was never able to reconcile the 
accounts because the Customs auditor removed all the files from his of- 
fice; in-any event, he testified Verkerke had stopped paying his invoices 
and owed him approximately $10,000. Tr. at 189-190. Mr. Kazangian 
stated that Edward Albert’s job title at Verkerke was “traffic manager.” 
A.R. 27. 

Apart from his own testimony, Mr. Kazangian did not produce any ad- 
missible direct evidence of the agreement with Verkerke. See Tr. at 
130-131. Moreover, when Edward Albert was interviewed by the Cus- 
toms investigator, he denied knowledge of an agreement with Kazan- 
gian. Tr. at 134. Albert stated he was the “warehouse manager” not the 
“traffic manager”; he was responsible for stock control and was not in- 
volved with entry of merchandise. Tr. at 133-34. In addition, neither 
Virginia Conboy, former Verkerke clerk, nor Stephen Rediker, former 
Verkerke president responsible for the Cargomate account, knew of an 
agreement with Mr. Kazangian. Tr. at 135-37. 

In the face of these denials, Mr. Kazangian relies on three pieces of 
evidence. The first was a letter from Verkerke, dated May 21, 1985, and 


6 AR. 18 is the Transcript of Proceedings from the March 16 and March 17, 1989 hearing before the ALJ. 

7 The chart was based on information contained in customs entry documents (Form CF-7501), broker bills sent to 
Verkerke, and copies of bills retained by Kazangian. Tr. at 34-35. 

8 Unfortunately, neither the government nor plaintiff called any Verkerke employees as a Witness. Hearsay is admis- 
sible in an administrative proceeding, (see Calhoun v. Bailar, 626 F.2d 145, 148 (9th Cir. 1980), cert. denied, 452 U.S. 
906 (1981); 5 U.S.C. § 556 (d)); however, the government could have strengthened its case considerably had it chosen to 
call one of these witnesses, rather than relying on the investigator’s hearsay statements. 
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signed by “Virginia Conboy, Mgr.”9 Tr. at 16970, 312-313. Nothing in 
the letter, however, indicated an agreement between Mr. Kazangian 
and Verkerke. Tr. at 314. 

The second piece of evidence was a letter dated April 15, 1986 from 
Mr. Kazangian to Verkerke. Tr. at 277 (Exhibit R-10). The letter in- 
formed Verkerke that Customs had approved a duty rate of 6.1 percent 
on some of the bags, making them eligible for a credit on invoices for 
which they had paid twenty percent. A.R. 18, Exhibit R-10. The letter 
also informed Verkerke not to pay the balance on the 1985 invoices, but 
that the 1986 invoices had been mailed for payment. Jd. The secretary’s 
decision gives no consideration to this letter, and the ALJ discounts it as 
contrary to Mr. Kazangian’s testimony at the hearing, and misleading 
in that it failed to inform Verkerke that some items were entered at less 
than 6.1 percent or duty free.10 The ALJ’s decision states that Mr. 
Kazangian’s testimony at the hearing was that he told Verkerke to 
credit 1986 invoices against 1985 overcharges. A.R. 13 at 5-6. This 
court’s review of the record indicates the testimony was otherwise. In 
fact, consistent with statements in his letter, Mr. Kazangian testified 
that he told Verkerke to discontinue payment on the 1985 invoices, but 
that during 1986 he billed Verkerke as shipments came in. Tr. at 
188-89. Exhibit R-10 should be reconsidered. 

The third piece of evidence on which Mr. Kazangian relies is a letter 
from Edward Albert to Mr. Kazangian, dated October 30, 1985, confirm- 
ing a prior conversation and informing him “not [to] take any actions to 
clear our incoming vinyl! products through customs at reduced or duty- 
free rates without first consulting me.” This evidence was not intro- 
duced at the hearing; plaintiff submitted it for the first time with hid 
notion for judgment upon the agency record. See Plaintiff's Request for 
Permission to Submit Newly Found Important Evidence to be Appended 
to Plaintiff’s 56.1 Motion. This court has, however, granted plaintiff's 
motion for leave to present additional evidence.11 

Taken together, these two pieces of evidence—the letter from Mr. 
Kazangian acknowledging that a credit was due for 1985 invoices and 
the letter from Edward Albert informing Mr. Kazangian not to clear 


9 This letter was used to impeach, but was not introduced into evidence. 
10The government’s brief indicates a belief that the letter is not authentic. The ALJ did not make such a finding. 


If an appropriate application is made, the court has discretion to permit a party to present additional evidence be- 
fore the hearing officer. 19 U.S.C. § 1641(e)(4) provides: 
If any party applies to the court for leave to present additional evidence and the court is satisfied that the additional 
evidence is material and that reasonable grounds existed for the failure to present the evidence in the proceedings 
before the hearing officer, the court may order the additional evidence to be taken before the hearing officer and to 
be presented in a manner and upon the terms and conditions prescribed by the court. The Secretary may modify - 
the findings of facts on the basis of the additional evidence presented. The Secretary shall then file with the court 
any new or modified findings of fact which shall be conclusive if supported by substantial evidence, together with a 
recommendation, if any, for the modification or setting aside of the original decision or order. 
19U.S.C. § 1641(e)(4). Ina telephone conference on September 12, 1991, Mr. Kazangian informed the court that he had 
forgotten about the additional evidence, and came across it only when clearing out his files. Based on this explanation, 
and the fact that the government removed most of Mr. Kazangian’s Verkerke files during the audit, Mr. Kazangian’s 
failure to produce the evidence will be deemed excusable. In the interests of justice, the motion for leave to present 
additional evidence is granted. Removal of the files from Mr. Kazangian’s office, however, does not warrant complete 
rehearing of this charge because access to the files during the proceedings was available to plaintiff. Tr. at 226. 
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merchandise at a reduced or duty-free rate—cast doubt on the govern- 
ment’s evidence that Edward Albert was not involved in the customs 
area and lend credence to Mr. Kazangian’s defense that he acted pursu- 
ant to an agreement with Verkerke. Accordingly, the case is remanded 
to permit Mr. Kazangian to present to a hearing officer the additional 
evidence submitted to this court. On remand, the ALJ shall reconsider 
the charge in light of all the evidence, including Exhibit R-10 and the 
new evidence submitted by plaintiff and any rebuttal evidence submit- 
ted by the government. The ALJ shall also state the standard of proof 
applied, and cite authority for the choice. 

Charges IV and V allege violations of 19 C.F.R. §§ 111.22 and 111.23, 
which provide, in part, that the broker “shall keep current a record of all 
his Customs transactions in the format set forth in paragraph (d) of this 
section, unless an exemption has been granted” (19 C.F.R. § 111.22(a)), 
and shall retain the records for at least five years after the date of entry. 
19 C.F.R. § 111.23(a)(2). The specifications charge that Mr. Kazangian 
was asked to produce the required records in connection with the Cus- 
toms audit, but was unable to do so. A.R. 22. 

Mr. Kazangian testified that he maintained a log, but it was not in the 
format required by the regulations and he did not seek an exemption. 
Tr. at 205-206. The auditor, however, testified that Mr. Kazangian did 
not produce any type of log. Tr. at 296-97. By his own admission, Mr. 
Kazangian did not maintain the log in the required format; accordingly, 
the court finds that substantial evidence supports the Secretary’s deci- 
sion with respect to Charges IV and V. 

Charge VI charges a violation of 19 C.F.R. § 141.46, which provides, in 
part: 


Before transacting Customs business in the name of his princi- 
pal, a customhouse broker is required to obtain a valid power of at- 
torney to do so * * *. Customhouse brokers shall retain powers of 
attorney with their books and papers, and make them available to 
representatives of the Department of Treasury as provided * * * [in 
this part]. 

19 C.F.R. § 141.46. The specification changes that Mr. Kazangian was 
unable to produce powers of attorney requested by the auditor. A.R. 22. 
The evidence was that Mr. Kazangian was requested to produce powers 
of attorney for thirty-two importers. See Tr. at 81-83 (Government’s 
Exhibit 1, Schedule C). He was unable to produce most of the powers of 
attorney, and some of the documents that were produced were of little 
moment in that they were dated one or two days prior to the auditor’s 
request. Tr. at 83, 93. 

Mr. Kazangian testified that until mid-1987 he made entries under 
his own name, rather than the importer’s; therefore, powers of attorney 
were not required. Tr. at 202-203. The evidence, however, was that sev- 
eral entries were made during 1986 under the importer’s name, and no 
power of attorney covering the dates of those entries was produced. Tr. 
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at 266-268, 298-99. As to Charge VI, therefore, the evidence supports 
the Secretary’s findings. 

Charge VII alleges a violation of 19 C.F.R. § 111.29 which provides, in 
part: 


[E]ach broker shall exercise due diligence in making financial set- 
tlements * * *. Each broker shall provide a written statement to a 
client accounting for funds * * * received from a client where no pay- 
ment has been made, or received from a client in excess of the Gov- 
ernmental or other charges properly payable as part of the client’s 
customs business, within 60 days of receipt. No written statement 
is required if there is actual payment by a broker of such funds. 


19 C.F.R. § 111.29(a). Three specifications are set forth under this 
charge. 

The first is based on the facts set forth in the first charge. The regula- 
tion imposes a duty to account for funds “received from a client” under 
certain conditions. Here, Mr. Kazangian insisted that at the end of 1985, 
Verkerke owed him money; therefore, no duty to account arose. The Sec- 
retary correctly discounted this testimony. Mr. Kazangian estimated he 
had billed Verkerke for $100,000 work in 1985, and he admits that some 
payment was made. See Tr. at 189-90. Hence Mr. Kazangian was at 
least obligated to account for the difference between the amounts paid 
and owed. The charge on this specification is supported by substantial 
evidence and will be sustained. 

The second specification states that Mr. Kazangian received a $5,000 
deposit from Frank Carpino in 1983 in connection with the importation 
of two automobiles, but failed to refund or account for the monies after 
entry and liquidation. A.R. 22. The evidence established that the Car- 
pinos deposited $5,000 with Mr. Kazangian in connection with the entry 
of two vehicles; after the vehicles were brought into conformity with 
EPA requirements, Mr. Kazangian did not return the deposit despite 
numerous phone calls. Tr. at 140-42. 

Mr. Kazangian testified that it usually takes one or two weeks to bring 
a car into conformity with EPA regulations; in the Carpino’s case, it 
took two years. Tr. at 197. When the Carpinos did not bring the car into 
conformity within a reasonable period of time, and failed to respond to 
telephone calls, Mr. Kazangian sent a letter stating that after ninety 
days he would charge them $100 per car per month. Tr. at 197-198. It 
was undisputed, however, that other than the letter stating that the 
Carpinos would be billed $100 per month, no accounting was ren- 
dered.12 Tr. at 241-242. Mr. Kazangian testified that he could not ren- 
der a final accounting because Mrs. Carpino had sued him for return of 
the money. Tr. at 261. This, however, does not excuse his failure to ac- 
count within sixty days of receipt of the funds. 


12The regulations do not define what constitutes “a written statement * * * accounting for funds.” See 19 C.F.R. 
§ 111.1. Without deciding what constitutes an accounting, this court finds that Mr. Kazangian’s statement of antici- 
pated charges does not satisfy the regulation. 





78 CUSTOMS BULLETIN AND DECISIONS, VOL. 25, NO. 41, OCTOBER 9, 1991 


The third specification states that in 1983 Mr. Kazangian billed DAB 
Associates a sum of money in connection with an entry, then paid duty 
at a lower rate. A.R. 22. The entry was liquidated for an increase, and 
Customs sought additional duties from DAB. DAB requested a credit 
from Mr. Kazangian. 

The evidence showed that the entry was made on October 11, 1983; 
Mr. Kazangian collected $745 from DAB, paid duty of $51, and after 
charging for his services, issued a refund to DAB for $475.01 on Decem- 
ber 30, 1985. Tr. at 191-192 (Exhibit R-6). Kazangian claimed the delay 
in issuing a refund was due to a drawback, but this testimony was not 
developed. Tr. at 227-229. Accordingly, there was substantial evidence 
that an accounting was not timely made. 

Substantial evidence in the record supports the Secretary’s findings 
with respect to each of the three specifications, and Charge VII will be 
upheld. 


II 

The remaining issue is whether the secretary’s decision to revoke Mr. 
Kazangian’s license constituted an abuse of discretion. The Secretary 
has discretion to revoke a custom broker’s license if the broker has vio- 
lated any “law enforced by the Customs Service or the rules or regula- 
tions” or has “with intent to defraud, in any manner willfully and 
knowingly deceived, misled or threatened any client,” 19 U.S.C. 
§§ 1641(d)(1)(C), 1641(d)(1)(F); see also 19 C.F.R. §§ 111.53(C), 


111.53(f). It is premature to consider this issue. As the first charge, 
which involves fraud, must be reconsidered, the question of whether re- 
voking Mr. Kazangian’s license based on the remaining charges would 
be an abuse of discretion is not ripe. Upon remand, the Secretary must 
again exercise discretion on the issue of revocation. 


CONCLUSION 


In conclusion, the Secretary’s decision is affirmed with respect to 
Charges IV, V, VI, and VII. Charge I must be reconsidered, and the case 
is remanded for a determination in accordance with this opinion. In a 
previous opinion, this court found that Mr. Kazangian or his attorney 
did not prosecute this action in a timely manner and lifted the automatic 
stay of revocation of Mr. Kazangian’s license. Kazangian v. Brady, 15 
CIT__,__, Slip Op. 91-54 at 4 (June 27, 1991). As suspension would 
be warranted by the charges sustained in this decision and the other cir- 
cumstances of the case, the court’s previous decision, permitting the 
revocation to became effective, remains in effect during the remand pro- 
ceedings. The remand determination shall be rendered within thirty 
days. 
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A. Giacomini, S.P.A., ET AL. PLAINTIFF v. UNITED STATES, DEFENDANT 


Consolidated Court No. 89-10-00583 
(Decided September 18, 1991) 


JUDGMENT 


MuscraVE, Judge: Upon consideration of the Final Results of Redeter- 
mination Pursuant to Court Remand, issued by the United States De- 
partment of Commerce and dated August 5, 1991, and Plaintiff’s Notice 
of Acquiescence in Results of Remand to Commerce Department, and 
upon due deliberation, it is hereby 

ORDERED, ADJUDGED, AND DECREED: That the Final Results of Redeter- 
mination Pursuant to Court Remand are hereby affirmed, and that this 
case is hereby dismissed. 
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